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PREFACE. 

Talkiiiii-  with  a  friend  a  little  over  four  months  a<;o,  on  the  multi- 
plicity of  corporations,  I  expressed  the  opinion  that  a  book  devoted 
exclusively  to  Corporation  Accounting-  and  Corporation  Law  should 
find  favor  among  accountants  and  others  interested  in  corporations. 
He  shared  my  conviction  and  strongly  advised  me  to  set  about  the  pub- 
lication of  such  a  book.  This  little  volume  is  the  result  of  my  labors, 
performed  chiefly  at  night. 

There  are  hundreds  of  books  devoted  to  book-keeping  in  general, 
but  none  that  I  know  of  devoted  entirely  to  this  imj^ortant  branch  of 
the  science  of  b()ok-keei)ing.  That  this  is  not  comi)lete  I  own.  that  it 
has  its  shortcomings  I  confess,  but  I  trust  it  will  not  be  Judged  by  its 
shorteomings  but  rather  by  such  merit  as  may  be  found  in  it.  T  have 
endeavored  to  make  this  work  more  than  interesting.  My  aim  has 
been  to  make  it  instructive  and  useful  to  the  large  number  of  good 
book-keepers  who  have  not  had  practical  training  in  this  branch  of  ac- 
counting. No  one  man  knows  all  there  is  to  be  known  of  any  science 
and  1  do  not  claim  to  be  a  master  of  this,  therefore  I  invite,  and  will 
appreciate  friendly  criticism  and  endeavor  to  profit  by  it  in  xho  future. 

Stock  Exchanges  are  so  interwoven  with  Stock  Comjianies  that 
they  necessarily  form  a  part  of  this  work  and  constitute  one  of  its  most 
interesting  features.  A  digest  of  the  laws  of  all  the  states  is  also  a 
unique  and  very  valuable  appendix. 

That  this  work  will  meet  with  the  a])])roval  of  those  for  whom  it 
is  intended  and  jtrove  of  some  value  to  the  profession,  is  the  sincei*e 
wish  of 

TOE  ArTHOK. 
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CORPORATIONS. 

1.  A  corporatiou  is  a  body  politic  and  corporate,  formed  and  au- 
thorized by  law  to  act  as  an  individual  or  single  person;  in  other  words, 
a  corporation  is  an  artificial  person  created  by  law  and  endowed  with 
the  capacity  of  succession  and  the  further  capacity  of  transacting  busi- 
ness as  an  individual,  without  regard  to  the  number  of  its  members. 

2.  A  corporation  can  be  either  aggregate  or  sole.  The  former 
consists  of  any  number  above  one,  and  is  preserved  by  a  succession 
of  its  members  indefinitely,  or  for  a  limited  number  of  years — usually 
fifty — as  stated  in  its  charter. 

3.  A  corporation  sole  consists  of  one  person  legally  made  a  body 
politic  and  corporate,  in  order  to  give  him  some  legal  capacities  whicli 
as  an  individual  he  could  not  have — especially  the  right  of  succession. 

4.  Corporations  are  classified  under  two  headings,  public  and 
priiatc.  ^Municipal  corporations,  state  universities  and  all  corporations 
operated  in  the  interest  of  the  public  come  under  the  first  heading;  all 
others  are  private. 

5.  Private  corporations  are  generally  formed  for  the  purpose  of 
carrying  on  commercial  enterprises,  in  the  interest  and  for  the  financial 
benefit  of  their  members.  These  are  called  corporations  for  profit. 
Others  are  formed  for  religious,  educational  and  charitable  purposes — 
such  as  churches,  schools  and  orphanages.  By  incorporating,  these 
institutions  acquire  the  right  to  own  and  hold  real  estate  and  personal 
property,  to  buy,  sell  and  mortgage  the  same  under  authority  of  the 
courts;  to  accept  donations,  deeds  and  bequests;  and  to  do  such  other 
and  further  things  as  their  charter  authorizes.  Usually  they  have  no 
cajiital  stock,  and  their  management  is  vested  in  a  board  of  trustees. 

fi.     A  close  corporation  is  merely  one  of  very  limited  membership. 

7.  Corporations  may  be  formed  under  a  general  law  of  the  State 
governing  corporations,  which  laAV  becomes  operative  in  their  behalf 
as  soon  as  the  members  ot  such  corporations  organize  under  its  provis- 
ions. Railroad  companies  must  obtain  a  franchise  from  every  city  and 
county  in  which  they  operate,  and  must  file  in  each  county  a  copy  of 
their  articles  of  incorporation. 

8.  In  private  corporations,  corporate  power  cannot  be  forced  on 
members  against   their   will.     It   is   necessary  that   they   accept   the 
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charter;  however,  if  they  act  under  it,  the  presumption  is,  that  they 
accept  it. 

9.  The  laws  of  the  various  states  differ  in  regard  to  corporations. 
Further  on  in  this  work  will  be  found  an  epitome  of  the  corporation 
laws  of  all  the  states,  and  it  might  be  well  for  those  who  may  think  of 
organizing  a  stock  company  to  read  them  carefully.  No  other  work 
of  this  kind  known  to  the  writer  embraces  this  feature.  Some  states 
offer  exceptional  advantages  to  corporations,  while  others  offer  ob- 
stacles, and  a  knowledge  of  these  advantages,  or  these  obstacles,  as  the 
case  may  be,  may  prove  very  valuable. 

10.  A  corporation  must  have  a  name  by  which  it  shall  be  known 
in  law  and  in  its  business  transactions.  The  name  must  be  adhered  to, 
although  a  corporation  may  be  liable  for  debts  contracted  under  an- 
other name — for  instance,  the  Fresno  Republican  Publishing  Company 
is  liable  for  obligations  incurred  in  the  name  of  one  of  its  publications 
— "The  Fresno  Morning  Republican." 

The  necessity  for  using  the  corporate  name  is,  that  in  its  business 
affairs  it  is  known  to  the  law  as  an  individual. 

11.  The  use  of  the  seal  is  not  as  general  nor  as  necessary  as  was 
formerly  supposed.  It  is  only  in  the  execution  of  legal  instruments 
and  on  the  face  of  its  own  stock  that  it  is  necessary. 

ADVANTAGES  OF  CORPORATIONS. 

12.  1.  Unlimited  membership  with  limited  agency  of  directors. 
Partnerships  are  necessarily  limited  in  membership,  for  the  reason  that 
partners  may  do  all  sorts  of  contrary  things  for  which  all  members  of 
the  partnership  are  severally  liable,  and  no  agreement  between  the 
par-tners  can  bind  outsiders.  The  usual  powers  of  partnership  are 
supposed  to  be  vested  in  each  member,  and  the  common  assumption 
is  that  they  are —  unless  notice  is  given  to  the  contrary.  Hence,  a 
partner  may  incur  obligations  while  he  is  insolvent,  that  are  binding 
on  the  other  members — not  so  in  a  corporation.  No  mere  stockholder 
nor  person  other  than  its  manager  or  other  person  thereunto  duly  au- 
thorized, can  incur  debts  or  obligations  in  the  name  of  the  company. 
As  a  further  safeguard,  the  by-laws  of  some  companies  provide  that 
no  agent  (not  even  the  president  or  manager)  can  obligate  the  company 
in  any  sum  exceeding  a  certain  amount,  sometimes  $100,  without 
the  previous  approval  or  subsequent  ratification  of  the  board  of  direc- 


tors.  Till'  directors  themselves  are  agents  of  the  corporation,  deriving 
their  offices  from  the  stockholders  and  tlieir  powers  from  the  by-hiws 
of  the  company.  Their  dnties  are  defined  and  their  powers  circum- 
scribed by  the  reguhitions  of  the  company,  and  they  are  liable  to  the 
stockholders  for  any  excess  of  their  authority.  A  director  can  also  be 
removed  from  office  by  a  vote  of  the  stockholders  holding  two-thirds 
of  the  capital  stock,  at  a  general  meeting  held  for  that  purpose.  Due 
notice  of  the  time  and  place  and  intention  of  the  meeting  must  be 
giv(*n. 

KJ.  2.  In  corporations  there  is  a  union  of  capital,  without  a 
union  of  service  on  the  part  of  its  members.  The  directors  represent 
the  interest  of  all  the  stockholders,  while  the  stockholders  are  free  to 
engage  in  any  other  business. 

14.  3.  Better  facilities  for  borrowing  is  afforded, since  a  cori)ora- 
tion  can  raise  money  on  an  issue  of  bonds  or  stock. 

15.  4.  Neither  death  nor  change  of  members  affects  the  continu- 
ance of  a  corporation. 

1().  5.  The  title  of  property  held  in  partnership  may  be  affected 
by  the  bankruptcy  or  death  of  any  one  of  its  members;  but  a  corpora- 
tion being  a  body  corporate,  the  title  is  vested  in  it,  and  is  not  affected 
by  change  of  membershi])  or  death. 

17.  (>.  New  shareholders  are  admitted  by  the  sale  or  transfer  of 
stock,  while  to  admit  a  new'  partner  requires  the  taking  of  an  inventory, 
and  the  drawing  up  of  a  new  partnership  agreement. 

18.  7.  A  partner  cannot  sell  out  his  interest  without  the  consent 
of  his  partner,  without  dissolving  the  partnership,  while  a  stockholder 
may  retire  at  his  ])leasure  without  consulting  anybody — providing  he 
can  find  a  purchaser. 

U).  S.  A  partner  is  liable  for  all  the  debts  of  a  i)artnership-' 
not  so  in  a  cori)oration.  The  limit  of  liabilities  of  stockholders  will 
be  treated  further  on. 

POWKKS  Ol-^  COKrOKATloNS. 

LM).      a  cor]>orMti()ii  being  a  treature  of  the  law  has  ((iiiy  such  powers 
as  the  law  confers  ui)on  it.     It  has. 

1.  The  power  of  succession  by  its  corporate  name  for  the  period 
limited. 

2.  To  sue  and  to  be  sued  in  anv  court. 


3.  To  make  and  use  a  common  seal  and  alter  the  same  at  pleasure. 

4.  To  purchase,  hold  and  convey  such  real  and  personal  estate 
as  the  purposes  of  the  corporation  may  require,  not  exceeding  the 
amount  limited  by  the  code  of  the  State. 

5.  To  appoint  such  subordinate  officers  or  agents  as  the  business 
of  the  corporation  may  require,  and  to  allow  them  suitable  compensa- 
tion. 

6.  To  make  by-laws,  not  inconsistent  with  any  existing  laws,  for 
the  management  of  its  property,  the  regulation  of  its  affairs  and  the 
transfer  of  its  stock. 

7.  To  admit  stockholders  or  members,  and  to  sell  their  stock  or 
shares  for  the  payment  of  assessments  or  installments. 

8.  To  enter  into  any  obligations  or  contracts  essential  to  the 
transaction  of  its  ordinary  affairs,  or  for  the  purposes  of  the  corpora- 
tion. 

HOW  TO  FOR^il  A  COEPORATION. 

21.  In  this  State,  corporations  may  be  formed  by  the  voluntar}^ 
association  of  any  five  or  more  persons,  a  majority  of  whom  must  be 
residents  of  the  State. 

The  idea  or  plan  of  organizing  a  corporation  must  originate  with 
some  one  individual,  who  discusses  the  proposition  with  some  of  his 
friends  whom  he  thinks  best  fitted  and  most  likely  to  join  him  and  aid 
him  in  his  scheme.  Having  informally  discussed  the  feasibility  of  the 
proposed  enterprise,  whatever  it  may  be  (and  it  can  be  any  business 
that  an  individual  is  lawfully  permitted  to  engage  in),  a  formal  meet- 
ing is  called  for  the  purpose  of  outlining  the  plans  of  organization, 
deciding  upon  its  purposes,  choosing  directors  for  the  first  year,  decid- 
ing upon  the  capital  stock,  the  number  of  shares  into  which  it  shall  be 
divided — with  the  par  value  of  each  and  the  manner  of  payment  there- 
for, all  of  which  shall  be  stated  in  its  articles  of  incorporation. 

22.  At  this  meeting  a  temporary  chairman  and  secretary  is 
chosen,  and  sometimes  a  temporary  treasurer,  to  whom  the  incorpora- 
tors pay  a  certain  amount  each  to  defray  the  expenses  of  incorpora- 
tion, though  this  last  step  is  not  required  by  law  in  ordinary  corpora- 
tions. A  minute  of  this  meeting  is  kept  and  may  be  substantially 
as  follows: 
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rilELLMlNAKY  STEPiS  FOlI  OK(JA^lZl^■(i  THE  GOLD  AND 
SILVER  KATIO  MINING  COMPANY. 

Fresno,  CaL,  September  1,  1899. 

2'.].  l*iii-su;)iit  to  iimtiial  understandinj;'  and  a<;reeiiient,  a  lueetiu;;- 
was  this  day  held  at  1842  Tiihire  street  for  the  jiiirpose  of  orjjaniziuii  a 
corporation  to  eni»age  in  i^old  niinini;.  Eolhnvinj^-  are  the  names  of 
the  o-entlemen  present:  Wm,  Glass,  J.  d.  Iiahill.  Geo.  Babcock.  M.  S. 
Hutchinson  and  G.  W.  Lester. 

Wm.  Glass  was  chosen  as  chairman  and  J.  J.  IJahill    acted    as 
secretary. 

A  general  discussion  ensued  re«iardiu<2,-  the  best  mode  of  procedure, 
the  number  and  par  value  of  the  shares,  the  practicability  of  the  propo- 
sition and  the  certainty  of  its  success,  after  which  the  following-  reso- 
lution was  offered  by  Mr.  Babcock,  and  seconded  by  ^Ir.  Hutchison: 

Resolved.  1.  That  the  business  of  the  proposed  corporation  shall 
be  to  purchase,  bond,  locate  and  operate  j^old  and  silver  mines,  and  to 
do  such  other  business  as  shall  be  conducive  to  the  best  and  most 
economical  operation  of  the  same. 

2.  That  the  corporate  name  of  the  company  shall  be  "The  Gold 
and  Silver  Katio  Mininp;  Company." 

3.  That  its  principal  place  of  business  shall  be  at  Fresno,  Cali- 
fornia, and  the  location  of  its  works  anywhere  within  the  State. 

4.  That  the  capital  stock  shall  be  ^50,000,  divided  into  'l:^m 
shares  of  .'^20  each.— Carried. 

On  motion  of  Mr.  Kahili,  seconded  by  .Air.  Lester,  the  chair  was 
instructed  to  have  prepared  for  a  meeting-  to  be  held  one  week  hence 
"Articles  of  Incorporation.''  and  also  a  snbscri])tion  book  or  subscrip- 
tion lists. — Carried. 

On  motion  the  meetiiiii-  adjourned. 

J.  J.  KAIIILL,  Secretary  Pro  Tem. 

Fresno,  September  8,  1899. 

24.  Pursuant  to  moiion  made  at  last  meetin}?,  a  meetin^!:  was  held 
t<^day  for  the  purpose  of  adoptiuij:  articles  of  incorporation,  and  sijjn- 
inii-  the  subscription  book.  The  followinji"  named  «;entlemen  were  pres- 
ent: Wm.  Glass,  J.  J.  IJahilJ.  (Joo.  Babcock.  M.  S.  Hutchison  and  G. 
W.  Lester.     AFiinitcs  of  last  mecrinu"  I'cad  and  apjiroved. 
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Mr.  Glass,  in  the  chair,  announced  that  acting  on  instructions  re- 
ceived at  the  hist  meeting  he  had  prepared  "Articles  of  Incorporation," 
and  also  secured  a  subscription  book.  The  secretary  then  read  the 
"Articles  of  Incorporation,"  and  the  same  being  satisfactory,  on  motion 
of  Mr.  Hutchison,  seconded  by  Mr.  Lester,  they  were  approved  as  read. 
The  subscription  book  was  then  signed  as  follows: 

Wm.   Glass    20  shares. 

J.  J.   Rahill 20  shares. 

Geo.  Babcock   20  shares. 

M.  S.  Hutchison 20  shares. 

G.   W.   Lester 20  shares. 

On  motion,  the  meeting  adjourned. 

J.  J.  RAHILL,  Secretary  Pro  Tem. 

25.  It  would  be  well  to  preserve  the  minutes  of  the  preliminary 
meetings  as  a  part  of  the  records  of  the  company,  though  their  preser- 
vation is  not  necessary  after  a  permanent  organization  is  effected  and 
the  company  commences  business  under  its  charter.  Would  advise 
that  these  minutes  do  not  appear  in  the  regular  minute  book  of  the 
corporation,  after  its  organization. 

WHAT  ARTICLES  OF  INCORPORATION  MUST  CONTAIN. 

26.  The  instrument  by  which  a  corporation  is  formed  is  called 
"Articles  of  Incorporation,"  and  these  articles  must  contain, 

"1.     The  name  of  the  corporation. 

"2.     The  purpose  for  which  it  is  fornied. 

"3.     The  place  where  its  principal  business  is  to  be  transacted. 

"4.  The  term  for  which  it  is  to  exist — not  to  exceed  (in  this  State) 
50  years. 

"5.  The  number  of  its  directors,  which  (in  ordinary  corporations) 
shall  not  be  less  than  five  or  more  than  eleven,  together  with  the  names 
and  residences  of  those  who  are  appointed  for  the  first  year. 

"6.  The  amount  of  the  capital  stock,  and  the  number  of  shares 
into  which  it  is  divided. 

"7-  If  there  is  a  capital  stock,  the  amount  actually  subscribed 
and  by  whom." 

"ARTICLES  OF  INCORPORATION." 

27.  Following  is  a  copy  of  Articles  of  Incorporation  which,  with 
certain  modifications,  can  be  adapted  to  the  requirements  of  any  ordin- 
ary corporation. 
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AKTK'LES  OF  INCOKPOKATION  OF  THE  (H)L1)  AND  SILVER 
KATIO  MINING  COMPANY. 

28.  Kuow  all  meu  by  these  presents,  that  we,  the  undei-Higned, 
have  this  day  voluntarily  associated  ourselves  together  for  the  pur- 
pose of  formin*;  a  corporation,  under  the  laws  of  the  State  of  Califor- 
nia; and  we  do  hereby  certify; 

First: — That  the  name  of  the  corporation  is  the  ''(rold  and  Silver 
Katio  Mining  Company;" 

Second: — That  the  purposes  for  which  it  is  formed  are,  to  mine, 
own,  possess,  develop,  buy,  sell  and  lease  mines  and  mining  property, 
to  mill  and  reduce  ores,  either  by  milling  or  smelting,  clorination. 
cyanide  process,  or  otherwise,  from  the  mines  owned  or  operated  by  this 
company,  or  for  others;  to  locate  and  acquire  by  purchase  water-rights 
for  the  i)nrpose  of  using  same,  or  the  sale  of  water.  To  engage  in  hotel 
and  boarding-house  business,  at  or  in  the  vicinity  of  mines  owned  or 
operated  by  this  coiniKUiy.  To  own  by  purchase  or  otherwise,  lands 
or  real  estate  and  to  sell  the  same.  To  buy  and  sell  machinery  and 
chattels,  such  as  may  be  used  by  the  company  in  or  about  its  mines 
and  to  carry  on  the  business  of  mining  ft)r  gold  and  silver  in  the  State 
of  California. 

Third: — The  place  where  its  principal  business  is  to  be  transacte<l 
shall  be  the  City  of  Fresno,  in  the  County  of  Fresno,  State  of  California. 

Fourth: — The  term  for  which  it  is  to  exist,  is  fifty  (50)  years  from 
and  after  thn  date  of  its  inc()ri)oration. 

Fifth: — The  number  of  its  directors,  shall  be  five  (5)  and  the  names 
and  residences  of  those  who  are  ai>pointed  for  the  first  year  are, 
William  (ilass,  who  resides  in  the  City  of  Fresno,  County  of  Fresno, 
State  of  California,  and  J.  J.  Kahili,  who  resides  in  the  City  of  Fresno, 
County  of  I'resno,  State  of  California,  and  Geo.  Babcock,  who  resides 
in  tlu'  City  of  Fresno,  County  of  I'resno.  State  of  ('alifornia.  M.  S. 
Hutchison,  who  resides  in  the  City  of  Fresno,  County  of  Fresno,  State 
of  California,  and  (J.  ^^'.  Lester,  who  resides  in  the  City  of  Fresno. 
County  of  I'^resno.  State  of  California. 

Sixth: — The  amount  of  capital  stock  of  said  corporation  is  fifty 
thousand  (.*;.~)0,()()())  dollars  divided  into  two  thousand  five  hundred 
shares  of  the  par  value  of  twenty  i-S'JO)  dollars  each. 
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Seventli: — That  the  amount  of  said  capital  stock,  which  has  been 
actually  subscribed  is,  one  hundred  (100)  shares,  of  the  par  value  of 
twentj'  (|20)  dollars  per  share,  and  the  following  are  the  names  of  the 
persons  by  w^hom  the  same  has  been  subscribed,  to-Avit:  William 
Glass,  twenty  (20)  shares;  J.  J.  Eahill,  twenty  (20)  shares;  Geo.  Bab- 
cock,  twenty  (20)  shares;  M.  S.  Hutchison,  twenty  (20)  shares;  G.  W. 
Lester,  twenty  (20)  shares. 

Eighth: — The  capital  stock  of  said  corporation  subscribed  for  by 
any  person  or  i)ersons  paying  coin  for  same  shall  be  paid  for  in  the 
manner  following,  to-wit:  One  (|1)  dollar  per  share  on  the  first  day 
of  each  calendar  month  until  the  whole  is  paid. 

Ninth: — Any  person  failing  to  pay  any  of  the  installments  upon 
the  subscription  price  of  any  of  the  shares  of  the  capital  stock  of  said 
corporation,  when  the  same  becomes  due  and  delinquent  under  these 
articles  of  incorporation,  and  the  by-laws  of  the  corporation,  to  be  here- 
after adopted,  shall  immediately  forfeit  and  lose  all  of  said  shares  of 
stock  and  sums  previously  paid  thereon,  and  shall  receive  (50)  per  cent 
paid  up  stock  for  the  amounts  previously  paid  by  them :  In  w^itness 
whereof,  we  have  hereunto  set  our  hands  and  seals  this  8tli  day  of 
September,  1899. 

WILLIAM  GLASS,  (Seal.) 
J.  J.  EAHILL,  (Seal.) 

GEO.  BABOOCK,  (Seal.) 
M.  S.  HUTCHISON,  (Seal.) 
G.  VV.  LESTEE,         (Seal.) 

STATE  OF  CALIFOENIA, 

County  of  Fresno, 

On  this  1st  day  of  October,  in  the  year  of  our  Lord,  one  thousand, 
eight  hundred  and  ninety-nine,  before  me,  J.  G.  Anderson,  a  notary 
public  in  and  for  the  County  of  Fresno,  State  of  California,  residing 
therein,  dul}^  commissioned  and  sworn,  personally  appeared  William 
Glass,  J.  J.  Eahill,  Geo.  Babcock,  M.  S.  Hutchison  and  G.  W.  Lester, 
personally  known  to  me  to  be  the  persons  whose  names  are  subscribed 
to  the  within  and  foregoing  instrument  and  they  and  each  of  them  duly 
acknowledoed  to  me  that  he  executed  the  same. 
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in witness  wheroof.  I  have  hereunto  set  my  hand  and  affixed  my 
official  seal  the  day  and  year  in  this  certificate  first  above  written. 
(Seal.)  J.  (t.  ANDERSON, 

Notary  Public  in  and  for  the  City   and   County   of   Fresno,   State  of 
California. 

29.  Great  care  and  forethou<;ht  should  be  exercised  in  drawing? 
up  the  articles  of  incorporation,  for  the  corporation  is  authcjrized  to  do 
only  such  acts,  and  engage  in  such  business,  as  are  set  forth  in  its 
articles  of  incorporation.  It  is  therefore  wise  to  enumerate  every  line 
of  business  that  it  is  thought  probable  the  corporation  may  wish  to  en- 
gage in  at  some  future  time.  For  instance  the  foregoing  articles  do 
not  allow  the  company  named  therein  to  engage  in  the  grocery  busi- 
ness, or  the  fruit  business,  either  on  its  own  account  or  in  partnership 
for  be  it  understood  that  a  corportaion  can  form  a  partnership  with  an 
individual,  who  may  or  may  not  be  a  stockholder — provided  its  articles 
of  incorporation  permit  it  to  do  so.  In  such  a  case,  each  are  liable  for 
the  debts  of  the  partnership  business,  same  as  in  any  ordinary  co-part- 
nership; but  neither  party  is  liable  for  the  debts  of  the  other  outside 
the  debts  of  the  particular  branch  of  business  in  which  they  are  part- 
ners, for  instance  if  they  are  in  partnership  in  the  cattle  business,  the 
corporation  is  not  liable  for  the  partners  debts  in  any  other  business 
he  may  be  engaged  in  on  his  own  account;  neither  is  the  partner  liable 
for  any  of  the  debts  of  the  corporation  incurred  in  its  mining  business. 

30.  A  corporation  may  not  legally  consolidate  with  another  cor- 
poration unless  the  power  of  consolidation  is  given  to  it  in  its  charter. 

31.  It  will  be  seen  from  the  foregoing  remarks  that  the  instru- 
ment of  incorporation  is  a  very  important  one  and  that  it  is  wise  to 
enumerate  extensive  powers  in  the  "Articles  of  Incorporation." 

"32.  The  articles  of  incorporation  must  be  subscribed  by  at  least 
five  persons,  a  majority  of  whom  must  be  residents  of  thift  State,  and 
acknowledged  by  each  before  some  officer  authorized  to  take  and  certify 
acknowledgments  of  conveyances  of  real  property."' 

33.  "ri)()n  filing  the  articles  of  incorporation  in  the  office  of  the 
County  Clerk  of  the  county  in  which  the  princi]»al  business  of  the  com- 
l^any  is  to  be  transacted,  and  a  copy  thereof  certifieil  by  the  County 
Clerk  with  the  Secretary  of  State,  the  Secretary  of  State  must  issue  to 
the  corporation,  over  the  great  seal  of  the  State,  a  certificate  that  a  copy 
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of  the  articles  of  incorporation  has  been  filed  in  bis  office,  and  there- 
upon the  persons  signing  tbe  articles,  and  tbeir  associates  and  success- 
ors shall  be  a  body  politic  and  corporate." 

34.  Corporations  may  renew  or  extend  their  franchises,  may  dis- 
incorporate or  dissolve,  either  voluntarily  or  involuntarily,  by  regular 
I3rocess  of  law,  but  when  it  comes  to  taking  a  step  like  this,  the  advice 
of  a  lawyer  is  better  than  that  of  an  accountant;  and  we  strongly  re- 
commend that  in  such  cases,  as  w^ell  as  in  all  cases  where  doubt  exists, 
or  money  or  property  is  at  stake,  not  to  take  the  advice  of  any  account- 
ant or  book,  but  to  seek  the  advice  and  acquire  the  services  of  a  compe 
tent  attorney.  The  few  dollars  you  may  have  to  pay  a  lawyer  may  save 
you  much  trouble  and  costly  litigation. 

35.  A  corporation  must  organize  and  commence  business  within 
one  year  after  the  date  of  its  incorporation.  It  must  file  in  every  county 
in  which  it  does  business  a  copy  of  its  articles  of  incorporation  within 
90  days  after  the  commencement  of  such  business. 

AMEND  ARTICLES  OF  INCORPORATION. 

36.  Any  corporation  may  amend  its  articles  of  association  or  cer- 
tificate of  corporation  by  a  majority  vote  of  its  board  of  directors  or 
trustees  and  by  a  vote  or  written  assent  of  the  stockholders  represent- 
ing at  least  tw^o-thirds  of  the  subscribed  capital  stock. 

PERMANENT  ORGANIZATION. 

37.  Having  given  the  form  of  preliminary  organization  will  now 
proceed  to  illustrate  the  manner  of  permanent  organization.  Having 
fixed  a  day  by  resolution  at  the  last  preliminary  meeting  for  organiz- 
ing, or  mutually  agreed  upon  a  day,  and  selected  some  one  to  draw  up  a 
code  of  by-laws  for  the  governing  of  the  corporation,  the  temporary 
chairman  calls  a  meeting  of  all  of  the  stockholders  named  in  the 
articles  of  incorporation  for  the  purpose  of  effecting  a  permanent  or- 
ganization and  adopting  a  code  of  by-laws. 

Following  is  given  a  copy  of  the  minutes  of  the  organization  meet- 
ing, the  first  stockholders  meeting  and  the  first  directors  meeting. 
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MINUTE  iiOOK  OF  THE  GOLD  AND  SILVEK  KATIO  MIN- 
ING COMPANY. 

ORGANIZATION  OF  THE  GOLD  AND  SILVER  RATIO  MIN- 
ING COMrANV. 

Mootinji'  of  tho  persons  named  as  directors  in  the  articles  of  incorpora- 
tion (»f  the  Gohl  and  Silver  Ratio  Mining-  Gonipany. 

38.  Pursnant  to  notice,  dnly  ii,iven,  a  nieetinii  (►f  the  persons 
named  as  directors  in  the  articles  of  incorporation  of  the  (lold  and 
Silver  Ratio  Mininj;-  Gonipan}'  was  held  this  1st  day  of  October,  1899, 
at  1  o'clock,  P.  M.,  at  1842  Tulare  street,  Fresno,  State  of  California. 

At  this  meeting;  all  of  the  persons  so  named  were  present,  viz: 
Mm.  (Ila.^s,  M.  S.  Iliitrhisoit,  J.  ./.  h'ahilh  d.  W.  Lc^Ur,  (Jco.  Jiahcock. 

Mr.  (Has.s  was  called  to  the  chair,  and  Mr.  Jxaliill  was  requested  to 
act  as  tem]>orary  secretary. 

Mr.  (llas.s  in  the  chair  announced  that  the  certificate  of  incorpora- 
tion of  the  company  havin*;-  been  duly  issued  from  the  ottice  of  the 
Secretary  of  State  of  California,  the  object  of  the  UHH^inj;-  was  to  or- 
ganize the  com])any  and  the  board  of  directors  by  the  election  of  otticcrs. 
as  r«'(iuired  by  law. 

Mr.  lUihcnck  nominated  Mr.  07(/.s.v  for  President.  No  other  nom- 
ination bciuii  made,  on  motion  of  Mr.  Bahcock,  seconded  by  ^Mr.  Lvsicr, 
the  ballot  was  disjxMiscd  with  and  Mr.  (Jlas.s  was  unanimously  elected 
I>resi<lent  and  thereupon  took  his  seat  as  president  of  the  company 
and  of  the  board  of  directors. 

(Follow  the  same  form  for  the  election  of  vice-president,  secretary 
and  treasurer.) 

Mr nominated for  lej^al  adviser  of 

tin*  comitany  at  a  retainer  of   dollars  per  year.     On  motion 

of  Mr secoTide<l  by  Mr the  ballot  was  dis- 
pensed with  and  .Mi- was  declared  unanimously  elected 

leiial  advisei-  of  the  coiiipany  at  a  salary  of  ^ per  year. 

The  president  then  suggested,  that  as  the  stockluthlers    or    sub- 
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scribers  for  stock  were  present,  further  proceedings  be  suspended  and 
a  meeting  of  the  stockholders  be  called  and  held  forthwith. 

On  motion,  duly  seconded,  it  was  unanimously 

Resolved:    That  a  meeting  of  the  stockholders  of  the  cbmpany  be 

and  is  hereby  called  to  be  held  this day  of ,  1899,  at 

the  hour  of  . .  o'clock  .  .  M.,  at  the  place  fixed  as  the  office  of  the 
company, California. 

On  motion,  duly  seconded,  the  meeting  adjourned. 

,  President. 

,  Secretary. 

39.     First  stockholders  meeting  of  the  

Company. 

We,  the  undersigned,  the  stockholders  and  suscribers  for  stock  of 

the Company,  being  the  owners  and 

holders  of  all   the   subscribed   capital   stock   of   said   company,   vix: 

shares    shares    

shares shares shares 

shares,  do  hereby  give  our  written  consent  to  the  holding  of  this 

the  first  stockholders  meeting  of •  •  •  •  Company,  the 

day  of 189 .,  at  the  hour  of  .  . .  o'clock  . . .  M.,  at  the 

place  determined  on  as  the  office  of  the  company, 

,  Fresno,  California,  and  we  do  herey  certify   that   all   the 

stockholders  and  subscribers  for  stock  of  said  company  are  at  this 
meeting  now  here  present. 

In  witness  ivhereof,  we  have  hereunto  subscribed  our  names  this  . . . 
day  of ,  A.  D.,  1899. 


Pursuant  to  a  call  and  notice  duly  made  and  given,  and  the  above 

written  consent,  this,  the  first  meeting  of  the  stockholders  of  the 

Company,  was  held  on  this  ....  day  of 

A.  D.,  1899,  at  the  hour  of  . . .  o'clock  . .  M.,  at  the  place  determined  on 
as  the  office  of  the  company, ,  California, 
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Present:     shares,   owned,   held   and 

represented  as  follows,  viz: 

shares,   shares, 

shares,  shares, 

shares,  shares, 

being-  all  the  shai-es  of  the  subscribed  capital  stock  of  the  company. 

.1//- ,  president,  in  the  chair. 

The  secretary  read  the  minutes  of  the  meetin<i  of  the  persons 
named  as  directors  in  the  articles  of  incorporation,  which,  on  motion, 
duly  seconded,  were  approved. 

The  president  announced  that  the  first  business  of  the  meeting 
was  the  adoption  of  a  code  of  by-laws  for  the  government  of  the  com- 
pany and  its  officers. 

Mr presented  a  code  of  by-laws  which  were  read  by  the 

secretary,  and  on  motion  of  Mr ,  seconded  by  Mr 

they  were  adopted  and  ordered  engrossed  in  the  company's  book  of  by- 
laws. 

There  being  no  further  business  before  the  stockholdei*s,  on  mo- 
tion, the  meeting  adjourned. 

,  President. 

,  Secretary. 

DIRECTORS  MEETING  HELD  ON  THE DAY  OF , 

A.  D.  1S99. 

40.     Mr in  the  chair.     The  secretary  read  the  minutes 

of  the  previous  meeting  of  the  board,  held  for  the  purj^ose  of  oganizing 
and  on  motion  duly  made  and  carried,  the  minutes  were  approved  as 
read. 

The  secretary  next  read  the  by-laws  as  the  same  are  engrossd  on 
pages ,  inclusive  of  the  company's  book  of  by-laws. 

The  following  resolution  was  offered  by  Mr and  sec- 
onded by  Mr and  carried  unanimously. 

Resolved:  That  the  code  of  by-laws  adopted  by  the  stockholders 
at  their  first  meeting  and  engrossed  on  the  book  of  By-Laws,  page  1  to 

iuclusive,  be  and  the  same  are  hereby  adopted  as  the  By-Laws  of 

this  company  and  further: 
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Resolved  :Thsit  each  member  of  the  Board  of  Directors  and  the  Sec- 
retary be  and  they  are  hereby  requested  to  subscribe  their  names  to  the 
said  by-laws,  and  to  certify  the  same  in  that  certain  book  to  be  kept  in 
the  office  of  the  company  and  known  as,  and  called  the  Book  of  By- 
Laws  of  the Company. 

On  motion  duly  seconded  it  was  unanimously 

Resolved;    That  the  office  of  the  company  be,  and  it  is  hereby  fixed 

and  located  at ,  in  the  City  of  Fresno, 

County  of  Fresno,  State  of  California. 

On  motion,  duly  seconded,  it  was 

Resolved;  That  the  secretary  be,  and  he  is  hereby  instructed  and 
directed  to  procure  blank  certificates  of  stock  for  the  use  of  the  com- 
pany, and  also  a  seal  with  the  following  impress: 

Company.  Fresno,  California.  In- 
corporated   ,  1899. 

The  articles  of  assignment  of  the 

mine  to  the  company,  were  then  read  by  the  secretary  and  on  motion, 
duly  seconded,  were  ratified. 

Moved  by  Mr ,  and  seconded  by  Mr ,   that 

Edgar  L.  Hamilton  be,  and  he  is  hereby  appointed  superintendent,  at  a 
salary  of  |150  a  month. 

There  being  no  further  business  before  the  directors,  the  meeting 
adjourned. 

J.  J.  RAHILL,  Secretary. 

41.  For  sake  of  facilitating  matters  and  getting  down  to  business 
as  soon  as  possible  we  have  here  adopted  by-laws  at  the  first  meeting. 
This  of  course  is  not  necessary,  but  a  governing  code  must  be  adopted 
within  one  month  after  filing  articles  of  incorporation. 

12.  The  by-laws  must  be  consistent  with  the  constitution  and 
laws  of  the  State  and  must  be  assented  to  by  those  holding  a  majority 
of  the  subscribed  capital  stock,  or  a  majority  of  the  members  if  there 
is  no  capital  stock,  at  a  meeting  called  for  that  purpose,  due  notice  of 
which  must  be  given,  or  they  ma}^  be  adopted  by  the  written  assent  of 
the  holders  of  two-thirds  of  the  capital  stock,  or  two-thirds  of  the  mem- 
bers if  there  is  no  capital  stock,  without  the  necessity  of  holding  a 
special  meeting. 
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BY-LAWS  OF  THE  GOLD  AND  SILVER  RATIO  MINING 
COMPANY. 

43.  ARTICLE  I.— The  name  of  this  corporation  is  The  Gohl  and 
Silver  Ratio  Minini>-  Company. 

ARTICLE  II. — The  corporate  powers  of  this  company  shall  be 
vested  in  a  board  of  five  (5)  directors. 

ARTICLE  III. — The  officers  of  this  company  shall  be  a  president, 
vice-president,  secretary  and  treasurer. 

ARTICLE  IV. — On  the  first  Monday  of  January  of  each  year  a 
meeting  of  the  stockholders  shall  be  held,  at  which  the  directors  of  the 
corporation  shall  be  elected  by  ballot,  to  serve  one  year  from  and  after 
their  election,  and  until  the  election  of  their  successors. 

ARTICLE  V. — All  annual  meetings  of  the  stockholders  shall  bo 
called  by  a  notice  to  be  published  in  a  daily  newspaper  published  in  the 
City  of  Fresno,  State  of  California,  once  a  week  for  four  weeks,  and  it 
shall  be  the  duty  of  the  secretary  to  notify  the  stockholders  whose  ad- 
dresses are  known,  by  mail,  of  such  meeting. 

ARTICLE  A'L— Vacancies  in  the  Board  of  Directors  shall  be  filled 
by  the  other  directors  in  office,  and  such  persons  shall  hold  office  until 
the  first  Monday  in  January,  after  their  election. 

ARTICLE  VII.— The  Board  of  Directors  shall  have  power  to  call 
meetings  of  the  stockholders  when  they  deem  it  necessary,  and  they 
shall  call  a  meeting  at  anj'  time  upon  the  written  request  of  stockhold- 
ers holding  one-third  of  the  subscribed  capital  stock,  giving  such  notice 
of  the  call  meetings  as  the  exigencies  of  the  case  may  require.  They 
shall  also  ajjpoint  and  remove,  at  pleasure,  all  oflicers,  agents  and  em- 
l)loyees  (»f  the  company;  prescribe  their  duties,  fix  their  compensation, 
and  may  require  from  them  security  for  their  faithful  services  when 
tht\v  deem  it  necessary. 

ARTICLE  VIII.— It  sliall  be  the  duty  of  the  directors  to  cause  to 
be  kept  a  complete  record  of  all  their  acts  and  proceedings  and  a  com- 
l>lete  record  of  all  the  acts  and  proct^nlings  of  all  meetings  of  the 
stockholders.  They  shall  cause  to  be  made  to  every  regular  nutting 
of  the  stockholders,  a  full  statement,  showing  in  full  and  in  detail  the 
assets  and  liabilities  of  the  company,  and  generally  the  condition  of  its 
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affairs.  A  similar  statement  shall  be  presented  at  any  other  meeting 
of  the  stockholders,  when  requested  by  persons  holding  at  least  one- 
third  of  the  subscribed  capital  stock  of  the  company.  They  shall  de- 
clare dividends  out  of  the  surplus  profits,  whenever  in  their  opinion 
such  profits  and  the  interests  of  the  company  will  warrant  the  same. 
Such  dividends  shall  be  declared  only  on  the  stock  that  has  actually 
been  subscribed;  but  the  unsold  stock  shall  not  participate  therein. 
They  shall  supervise  all  officers  and  see  that  their  duties  are  properly 
performed.  They  shall  cause  to  be  issued  to  subscribers  contracts 
for  certificates  of  stock,  and  when  any  subscribed  stock  has  been  fully 
paid  for,  they  shall  cause  to  be  issued  to  stockholders,  certificates  of 
stock,  which  shall  be  in  substance  and  form  as  prescribed  in  these  by- 
laws. 

ARTICLE  IX.— The  Board  of  Directors  shall  elect  one  of  their 
number  to  act  as  president,  and  one  to  act  as  vice-president;  in  case  of 
the  inability  of  the  president,  or  his  absence  from  the  principal  place  of 
business  of  the  corporation,  the  vice-president  shall,  during  such 
inability  or  absence,  be  vested  with  all  of  the  powers  and  duties  of  the 
prfesident.  The  president  shall  preside  at  all  meetings  of  the  stock 
holders,  and  of  the  directors,  and  shall  have  the  casting  vote.  He  shall 
sign  all  contracts  and  instruments  of  writing,  which  have  first  been 
approved  by  the  Board  of  Directors.  He  shall  call  special  meetings 
of  the  Board  of  Directors  and  special  meetings  of  the  stockholders 
whenever  he  deems  it  for  the  interest  of  the  company  to  do  so,  and  he 
shall  discharge  such  other  duties  as  may  be  required  of  him  by  law  and 
the  by-laws  of  this  company. 

ARTICLE  X. — It  shall  be  the  duty  of  the  treasurer  to  keep  safe 
all  of  the  money  of  the  company,  and  to  disburse  the  same  under  the 
direction  of  the  directors,  and  in  conformity  to  these  by-laws.  At  the 
regular  meeting  of  the  stockholders  in  January,  he  shall  submit  to  the 
meeting  a  full  and  complete  statement  of  his  accounts,  with  proper 
vouchers  for  all  disbursements,  and  he  shall  make  such  statements, 
when  required  by  the  president,  or  any  three  members  of  the  Board  of 
Directors,  to  any  meeting  of  the  stockholders  or  Board  of  Directors. 
He  shall  make  no  payments,  except  on  a  warrant  drawn  by  the  presi- 
dent and  countersigned  by  the  secretary.  He  shall  perform  such  other 
duties  as  pertain  to  his  office  and  as  are  prescribed  by  the  Board  of 
Directors. 
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ARTICLE  XI. — It  shall  be  the  duty  of  the  secretary  to  keep  a 
record  of  the  proceediujis  of  the  Board  of  Directors  and  of  the  stock- 
holders. He  shall  keep  a  book  of  blank  contracts  for  certificates  of 
stock,  fill  up  and  couutersii^n  all  contracts  for  and  certificates  of  stock 
issued,  and  make  the  correspondinj?  entries  in  such  books  of  such  issu- 
ance. He  shall  keep  a  stock  ledfjer,  in  debit  and  credit  form,  showing 
the  number  of  shares  issued  to  and  transferred  to  any  stockholder,  ana 
the  date  (tf  such  issuance  and  transfer.  He  shall  discharge  such  other 
duties  as  are  or  may  be  prescribed  by  the  Board  of  Directors,  not  in- 
consistent with  law  or  these  by-laws. 

ARTICLE  XII. — A  general  superintendent  shall  be  elected  by  the 
Board  of  Directors,  at  such  time  as  they  deem  proper,  removable  at 
their  pleasure.  He  shall  make  full  returns  to  the  Board  of  Directors 
of  all  persons  hired  or  employed  at  its  mines,  or  in  the  mills  of  the  cor- 
poration, and  their  wages,  and  a  statement  of  all  expenditures,  as  often 
as  the  board  may  require,  with  the  necessary  vouchers,  duplicates  of 
which  he  will  keep,  and  a  similar  statement  of  ore  extracted,  and  re- 
port the  general  condition  of  the  mining  work  and  the  affairs  of  the 
company  which  are  under  his  supervision.  Should  he  require  funds 
he  shall  make  a  requisition  on  the  Board  of  Directors  therefor,  stat- 
ing the  precise  object  for  which  they  are  desired  and  the  amount;  if 
approved  by  the  Board  of  Directors,  the  money  shall  be  transmitted 
to  him  in  such  manner  as  they  may  direct. 

ARTICLE  XIII.— The  sum  of  twelve  hundred  (|1200)  dollars  per 
aniiuni.  and  no  more,  shall  be  allowed  to  the  entire  Board  of  Directors 
for  traveling  and  incidental  expenses,  and  the  members  of  the  Board 
of  Directors  shall  receive  no  other  compensation  whatever  for  their 
services  as  such  board  until  the  company  is  put  on  a  sound  dividend- 
paying  basis;  provided,  however,  that  in  case  the  Board  of  Directors 
shall  at  any  time  be  increased  from  five  to  seven,  a  pro  rata  amount 
shall  be  allowe<l  for  the  necessary  incidental  expenses  of  the  additional 
directors. 

ARTICLE  XIV. — No  contracT  by  any  otticer  of  the  ctimpany,  oth^^r 
than  for  work  and  labor  performed  and  materials  furnished,  of  more 
than  one  hundred  (ij^lOO)  dollars,  shall  be  valid  without  the  previous 
approval  or  subsequent  ratification  of  the  Board  of  Directors. 

ARTICLE    XV.— The    capital    stock    of    this    company    shall    be 
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fifty  thousand  (|50,000.00)  dollars,  divided  into  two  thousand  five 
hundred  shares  (2500),  of  the  par  value  of  twenty  (|20)  dollars 
each.  All  stock  shall  be  held  and  owned  by  the  subscribers  and  trans- 
ferees thereof,  subject  to  the  conditions  contained  in  these  by-laws. 
Stock  shall  be  paid  for  in  the  manner  following,  to-wit:  One  dollar 
per  share  on  application  and  one  dollar  per  share  on  each  and  every 
calendar  month  thereafter  until  the  whole  amount  is  paid;  but  for  full 
cash  payments  at  the  time  of  subscription  a  discount  of  ten  (10)  per 
cent  shall  be  allowed,  and  for  cash  payments  for  ten  months  in  advance 
a  discount  of  six  (G)  per  cent  shall  be  allowed.  All  owners  of  shares 
and  of  contracts  for  certificates,  whether  original  subscribers  or  trans- 
ferees thereof,  who  fail  and  neglect  to  pay  any  installment  upon  the 
subscription  price  thereof,  during  the  whole  of  calendar  month,  upon 
the  first  day  of  which  such  installment  becomes  due  and  payable,  shall 
thereupon  be  immediately  notified  by  the  secretary  that  such  install- 
ment is  due  and  payable,  and  if  the  same  is  not  paid  wdthin  thirty  days 
from  and  after  the  date  of  such  notice,  the  secretary  shall,  immediately 
after  the  lapse  of  such  thirty  days  from  the  time  of  such  notice,  issue 
to  the  owner  a  certificate  of  fully  paid  up  shares  to  the  amount  of  fifty 
(50)  per  cent  of  all  money  paid  in  upon  the  shares,  but  no  fractional  cer- 
tificate will  be  issued  for  the  same,  upon  which  the  installment  so  re- 
mains unpaid,  and  such  owner  shall  forfeit  all  right,  title,  interest  and 
ownership  in,  to  and  of  the  shares  upon  which  the  installment  upon  the 
subscription  price  is  due  and  unpaid,  and  also  of,  in  and  to  all  money 
previously  paid  upon  the  subscription  price  of  such  shares. 

After  two  thousand  (2,000)  shares  of  the  capital  stock  of  the 
corporation  shall  have  been  subscribed  for,  the  Board  of  Directors  may, 
at  any  time  in  their  discretion,  suspend  and  prohibit  further  subscrip- 
tion to  said  capital  stock,  and  in  like  manner  limit  the  number  of 
shares  that  may  be  subscribed  for  within  any  designated  period,  or  un-. 
til  the  further  order  of  the  board. 

ARTICLE  XVI. — Certificates  of  stock  and  contracts  for  such  cer- 
tificates of  stock  shall  be  of  such  form,  wording  and  device  as  shall  be 
ordered  by  the  Board  of  Directors,  subject  to  the  provisions  of  the  by- 
laws. When  any  of  the  capital  stock  of  this  corporation  shall  be  sub- 
scribed for,  and  the  first  installment  of  the  subscription  price  is  paid, 
there  shall  be  delivered  to  the  subscriber  a  contract  in  the  name  of  the 
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corpora tiou,  sigued  by  the  president  aud  secretary,  whereby  this  cor- 
poration shall  bind  itself  to  issue  to  such  subscriber  a  certificate  for 
such  stock  when  the  subscription  price  thereof  is  paid;  and  such  con- 
tract shall  express  upon  its  face  that  the  stock  is  owned  subject  to  the 
conditions  contained  in  the  by-laws  of  this  corporation,  aud  all  of  the 
provisions  of  Article  X\'  of  these  by-laws,  relating;  to  the  par  value 
of  such  stock,  the  installments  in  which  the  price  thereof  is  to  be  paid, 
the  failure  to  pay  any  installments,  the  notice  to  the  owner  and  for- 
feiture of  stock,  shall  be  expressed  in  said  contract  and  made  a  part 
thereof. 

AKTICLE  X\'ll. — The  Board  of  Directors  shall  meet  in  regular 
session,  at  the  office  of  the  corporation  in  the  City  of  Fresno,  State  of 
California,  on  the  last  Saturday  of  each  mouth.  Special  meetinjjs  of 
the  Board  of  Directors  may  be  called  by  the  president,  or  any  three 
membei's  of  the  board,  for  any  time,  upon  written  jiersonal  notice  to  all 
of  the  directors,  of  the  time  and  place  of  such  meetinj;-,  or  by  deposit- 
iuii'  such  written  notice  in  the  United  States  postoffice,  addressed  to  the 
directors  at  their  residence,  at  least  one  week  before  such  meeting-. 
The  number  of  three  shall  constitute  a  quorum  of  the  Board  of  Direc- 
tors, at  all  meetiujis  of  the  board,  but  a  majority  of  all  the  members 
of  the  board  shall  be  necessary  to  make  or  pass  any  order,  direction,  or 
resolution. 

AKTICLE  X\'11I. — The  comiJany  shall  cause  to  be  in-inted  and 
sent  each  shareholder,  semi-annually,  a  circular,  .uivin.u  a  full  and  de- 
tailed account  of  the  assets  and  liabilities,  and  generally  the  condi- 
tion of  its  affairs,  toj^ether  with  a  statenu'ut  of  its  develoi)ment  woik 
to  date,  liiving  number  of  tons  of  ore  extracted  and  number  of  tons  of 
ore  milled,  etc..  to,uether  with  a  statement  of  all  work  done  up  to  the 
time  of  the  issuance  of  the  circular,  uivin^  the  iiMiiie  of  the  miue  or 
mines  in  jxtssession  of  the  company,  wlietlier  held  by  bond  ov  purchase, 
and  their  condition  at  that  time. 

AKTICLE  XIX. — Tliese  bv-hiws  may  be  appeah'd  or  amended  or 
new  by-laws  may  be  adopted  at  the  annual  meetinu  of  the  stockhold- 
ers, or  at  any  other  meetinii'  of  the  stockholders  called  for  that  pur- 
pose by  the  Board  of  Directors,  by  a  vote  representin*:::  two-thirds  of 
the  subscribed  cnjdtal  stock.     The  written  consent  of  the  holders  of 
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two-thirds  of  the  subscribed  capital  stock  shall  be  effectual  to  repeal 
or  amend  any  by-laws  or  to  adopt  additional  by-laws. 

AKTICLE  XX. — The  order  of  business  at  all  meetings  of  the 
Board  of  Directors  shall  be  as  follows: 

1.  Koll  call. 

2.  Eeading  of  the  minutes  of  previous  meeting. 

3.  Eeports  of  (a)  secretary  (b)  treasurer. 

4.  Eeports  of  committees,  (a)  regular  (b)  special. 

5.  Unfinished  business. 

6.  Xew  business. 

7.  Adjournment. 

AETICLE  XXI. — All  disputes  arising  out  of  parliamentary  ques- 
tions shall  be  settled  by  Eoberts  Eules  of  Order. 

We,  the  undersigned,  do  hereby  certify  that  we  are  all   of  the 

directors,  and  all  of  the  stockholders  of  the 

Company,  and  that  the  above  and  foregoing  by-laws  consisting 

of  twenty-one  (21)  articles,  have  this  day  been  adopted  by  us  as  the  by- 
laws of  such  corporation. 

///  icitness  tvhereof,  we  have  hereunto  signed  our  names  this  .... 
day  of ,189.. 


I, ,  secretary  of  the Company, 

a  corporation,  do  hereby  certify  that  the  above  and  foregoing  by-laws 
are  the  by-laws  of  the  said  corporation  duly  adopted  and  assented  to 
by  all  of  the  holders  of  the  capital  stock  of  said  corporation,  on  the 
day  of A.  D.  189.. 


PEOVISIOXS  OF  BY-LAWS. 

44.     The  by-laws  of  a  corporation  may,   subject  to  state  laws, 
provide  for 


1.  The  time,  place  and  maiiuer  of  conducting  the  meetings,  and 
maif  (H.spiiise  icitk  notice  of  all  regular  meetings  of  stockholders  or 
directors; 

2.  The  number  of  stockludders  or  members  constituting  a 
quorum; 

3.  The  mode  of  voting  by  proxy; 

4.  The  qualificatious  of  directors,  the  time  of  their  annual  meet- 
ing and  the  manner  of  giving  notice  thereof; 

5.  The  compensation  and  duties  of  officers; 

i).  The  manner  of  election,  and  the  terms  of  office  of  all  officers 
other  than  directors; 

7.  Suitable  penalties  for  violation  of  by-laws,  not  exceeding  in 
any  case  J^IOO  for  any  one  offense, 

8.  The  newspaper  in  which  all  required  notice  of  meetings  of 
stocklioldcis  or  directors  shall  be  published. 

45.  All  by-laws  adopted,  must  be  certified  by  a  majority  of  the 
directors  and  secretary;  and  copied  in  a  legible  hand  into  a  book,  to  be 
known  as  the  "Book  of  By-Laws,"  which  book  shall  be  open  t(»  public 
inspection  during  office  hours  of  each  day,  except  holidays. 

40.  No  by-law  shall  take  effect,  and  no  subsequent  amendment 
shall  take  effect,  until  copied  in  said  book. 

47.  By-laws  may  be  repealed  or  amended,  or  new  by-laws  adopted 
at  an  annual  meeting,  or  a  meeting  called  for  that  purpose,  by  a  vote 
of  two-thirds  of  the  stock,  and  by  the  written  assent  of  the  holders  of 
two-thirds  of  the  stock  or  two-thirds  of  the  members  where  there  is  no 
capital  stock. 

48.  Directors  must  be  elected  annually  by  the  stockholders  or 
members,  and  such  election  must  be  held  on  the  first  Tuesday  in  June 
of  each  year,  unless  otherwise  provided  in  the  by-laws;  but,  if  from  any 
cause  directors  are  not  elected  annually,  it  is  not  to  be  supposed  that 
the  corporation  is  without  directors  or  officers.  The  directors  in  all 
cases  hold  office  until  their  successors  are  elected. 

49.  -All  elections  must  be  by  ballot,  and  every  stockholder  has 
the  right  to  vote  in  person,  or  by  proxy,  the  number  of  shares  standing 
in  his  name  on  the  corporation's  books. 
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50.  Every  stockholder  is  entitled  to  a  vote  for  each  share  of  stock 
that  he  holds,  and  can  cast  so  many  votes  for  as  many  persons  as  there 
are  directors  to  be  elected,  or  he  may  cumulate  all  his  votes  on  one  can- 
didate, that  is  to  say,  if  he  has  ten  shares  of  stock  and  there  are  five 
directors  to  be  elected,  he  can  multiply  his  shares  by  five  and  cast  fifty 
votes  for  one  person;  or  he  may  give  twenty-five  each  to  two  persons, 
or  distribute  his  fifty  votes  among"  as  many,  and  in  such  proportion  as 
he  may  choose.  If  there  is  no  capital  stock  the  member  has  as  many 
votes  as  there  are  directors  to  be  chosen,  which  he  can  distribute  in  the 
manner  outlined  above. 

51.  The  by-laws  provide  for  the  form  of  proxy,  which  shall  be 
either  a  parol,  or  written  j)roxy. 

52.  By  a  "Parol"  is  meant,  an  oral  declaration  or  word  of  mouth, 
or  writing  without  seal.  The  usual  form  is  the  written  proxy,  and  we 
present  two  forms,  one  special,  and  one  general. 

SPECIAL  PROXY  OR  POWER  OF  ATTORNEY. 

53.  Knoic  all  nirii  hi/  these  presents:  That  I,  J.  J.  Rahill,  do  hereby 
constitute  and  appoint  William  Glass  my  true  and  lawful  attorney, 
for  me  and  in  ni}"  name,  place  and  stead,  to  vote  as  my  proxy  at  the 
annual  meeting  of  the  stockholders  of  the  Gold  and  Silver  Ratio  Min- 
ing Company,  a  corporation,  and  at  any  adjournment  of  said  meeting, 
all  of  the  tw^enty  shares  of  the  capital  stock  of  said  corporation  now 
standing  on  its  books  in  my  name,  as  fully  and  amply  as  I  could  or 
might  do  were  I  personally  present;  with  full  power  of  substitution 
and  revocation. 

Witness  my  hand  and  seal  at  Fresno,  California,  this  first  day  of 
October,  A.  D.  1899. 

J.  J.  RAHILL,  (Seal.) 

The  reader  will  notice,  that  the  above  form  gives  the  person  hold- 
ing the  proxy  the  power  to  substitute  another  proxy,  and  also  gives  the 
stockholder  the  right  to  revoke  either,  or  both  appointees,  if  he  should 
change  his  mind,  or  decide  to  be  present  in  person. 


GENERAL  PROXY  OR  POWER  OF  ATTORNEY. 

54.  Know  all  men  by  thtsv  pn.scHt.s:  That  I,  J.  J.  Rahill  of 
Fresuo,  iu  tlie  County  of  Fresno,  State  of  California,  have  constituted 
and  appointed,  and  by  these  presents  do  constitute  and  appoint 
AVilliam  (Hass,  of  i'resno,  California,  my  true  and  lawful  attorney,  for 
me  and  in  my  name,  place  and  stead,  for  the  following-  purposes,  to-wit: 

Fir.st:  To  vote;  as  my  proxy  duriu«^  the  term  ending  on  January, 
1,  1900,  at  all  regular  meetings  and  adjournments  thereof,  and  at  all 
special  meetings  and  adjournments  thereof,  of  the  stockholders  of  the 
Gold  and  Silver  Ratio  Mining  Company,  a  corporation  of  the  State  of 
California,  having  its  principal  place  of  business  at  Fresno,  Cal..  all 
of  the  twenty  shares  of  the  capital  stock  of  said  corporation  standing 
on  the  books  of  said  corporation  in  my  name. 

l>^iToii(J :  To  consent  to,  and  sign  in  writing,  any  and  all  rtM-ords 
or  ])ap('rs  of  said  cor])oralion,  or  any  proposition  whatever,  in  which 
or  to  which  my  assent  and  signature  as  such  stockholder  may  be  re- 
quisite or  proi)er  or  conformatory  to  the  by-laws  of  said  corporation. 

Tltinl:  1  hereby  grant  unto  my  said  attorney  full  power  and  au- 
thority to  do  and  perform  every  act  and  thing  whatsoever  requisite  and 
necessary  to  be  done  in  the  premises,  as  fully,  to  all  intents  and  pur- 
poses, as  I  might  or  could  do,  if  personally  present;  with  full  power  of 
substitution  and  revocation;  and  I  hereby  ratify  and  confirm  all  that 
my  said  attorney,  or  his  substitute  or  substitutes,  shall  lawfully  do.  o? 
cause  to  be  done,  by  virtue  of  these  presents. 

///  irihirss  ulirnof,  I  have  hereunto  set  my  hand  and  seal  tiiis  first 
<lay  of  October.  A.  D.  1S!M>. 

.1.  J.  RAIIILL.  (Seal.) 


It  will  be  sct'U  that  the  proxy  or  agrjit  in  the  above  instrument  is 
made  the  legal  rei)resentative  of  the  stockholder,  with  all  his  rights, 
privileges  and  ])rerogatives.  for  a  given  period  of  tiuHS  but  as  in  the 
former  ]>roxy,  that  authority  can  be  revoked  at  any  time  the  stock- 
holder chooses. 
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Form  of  ballots,  one  filled  by  a  stockholder  and  one  by  a  proxy: 


55«. 

BALIvOT. 

55^. 

BALIvOT. 

Election  for  Directors  of  the 

Election  for  Directors  of  the 

G01.D  AND  Silver  Ratio  Mining  Co. 

Gold  and  Silver  Ratio  Mining  Co. 

Five  to  be  Elected. 

Five  to  be  Elected. 

October  1,  1899. 

October  1,  1899. 

J.  J.  Rahii.1,,  holding  20  shares,  votes 
said  20  shares  for 

W11.UAM  Glass,     -    20  votes 

Geo.    Babcock,  holding  20  shares    (by 
his    proxy    M.   S.  Hutchison)  votes   said 
20  shares  for 

J.  J.  Rahill,     -    -    20      " 

Geo.  Babcock,  -    -    40  votes 

Geo.  Babcock,  -    -    20      " 

M.  S.  Hutchinson,   40      " 

M.  S.  Hutchison,      20      " 

G.  W.  EESTER,  -     -     20       " 

G.  W.  LrESTER,   -    -    20 

to  serve  as  Directors  of  said  corporation 
for  the  year  beg-inning-   this  1st  day   of 
October,  1899,  and  until  their  successors 
in  office  are  duly  elected  and  qualified  or 
appointed. 

J.  J.  Rahill. 

to  serve  as  Directors  of  said  corporation 
for  the   year   beginning  this  1st  day  of 
October,  1899,  and  until  their  successors 
in  office  are  duly  elected  and  qualified  or 
appointed. 

Geo.  Babcock, 
By  his  proxy  M.  S.  Hutchison. 

56.  Before  the  time  set  for  the  meeting  of  stockholders,  the  secre- 
tary prepares  a  roll  or  list  of  the  stockholders  with  the  names  and 
numbers  of  shares  held  by  each.  The  following  form  will  be  found 
convenient  for  this  purpose: 

ROLE  CALE. 


Names  of  Stockholders. 


Shares 
I  Present 
|In  Person, 


Shares 

Present 

By  Proxy. 


Names  of  Stockholders. 


Forward, 


Total  Shares  present, 


Present 
In  Person 


Shares 

Present 

By  Proxy. 


If  two-thirds  of  the  stock  is  present  the  meeting  shall  be  held,  if 
not  it  must  be  adjourned  from  time  to  time,  until  the  necessary  two- 
thirds  is  present. 
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TALLY   SHEET. 


CANDIDATES    KOK    DIRECTORS. 

Name  of 
stockhoi.deks. 

Totals 

58.  The  above  form  of  tally  sheet  is  recommended  where  the  num- 
ber of  stockholders  is  limited.  It  is  convenient  in  form  and  may  be 
easily  filed  away  for  future  reference,  but  \vhere  the  number  of  stock- 
holders is  <i,reat,  the  names  are  omitted.  Instead,  the  chair  appoints 
a  call  clerk  and  two  tally  clerks,  the  former  calls  the  names  and  the 
vote  for  each  candidate,  and  the  later  tally,  each  keeping-  a  check  t>n 
the  other.  Previous  to  this  the  chair  appoints  a  committee  on  proxies, 
whose  duty  it  is  to  examine  all  proxies.  This  committee  reports  to  the 
meetin<»;  on  the  validity  and  irregularity  of  the  proxies.  The  report 
is  disposed  of  in  the  regular  order  of  business,  and  those  holding  regu- 
lar and  valid  proxies  are  allowed  to  vote  them. 

SUBSCRIPTION    BOOK. 

59.  We  the  undersigned,  agree  to  take  the  number  of  shares  of  the  Capital  Stock 
of  the  Gold  and  Silver  Ratio  Mining  Company,  of  the  par  value  of  Twenty  Dollars 
(S20.00)  per  share,  set  opposite  our  respective  names,  as  follows,  to  wit : 


Names. 


No.  of  Shares.   Amount 


Signatures. 


We,  the  undersigned,  do  hereby  certify  the  foregoing  to  be  a  true  and  correct  list 
of  the  subscribers  to  the  Capital  Stock  of  the  above  named  corporation. 

William  Glass.  Prcsiifcttt.  J.  J.  Rahill.  Sectrtary. 
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60.  The  subscription  book  is  an  expedient,  tliough  not  necessary 
part  of  the  records  of  every  corporation.  It  should  at  least  be  pre- 
served until  all  the  subscribed  stock  is  paid  for.  It  often  takes  the 
place  of  the  Stock  Journal,  the  posting  being  done  from  it  direct  to  the 
stockholders  accounts  in  the  Stock  Ledger — those  accustomed  to  post- 
ing from  books  of  original  entry  will  see  the  utility  and  economy  of 
this  method. 

61.  Where  there  are  not  many  stockholders,  a  Subscription  List 
takes  the  place  of  the  Subscription  Book.  In  many  cases  the  List  is 
not  used  from  choice,  but  from  necessity.  This  is  true  in  the  case  of 
many  oil  and  mining  companies.  Such  companies  often  have  agents 
in  different  parts  of  the  state  soliciting,  and  they  are  each  armed  with 
a  subscribtion  list,  which  the  prospective  stockholders  sign.  These 
lists  are  sent  in  to  the  office  when  filled,  numbered  consecutively,  and 
kept  in  some  safe  place  until  all  the  stock  is  subscribed,  or  until  the 
subscription  list  is  closed;  they  are  then  bound  together,  paged  and  in- 
dexed if  desired.  It  should  be  remembered  that  when  one  signs  a 
Subscription  Book  or  List,  he  binds  himself  to  take  the  stock  he  agreed 
to,  and  he  may  be  sued  for  the  amount. 

62.  Two  forms  of  Subscription  Lists  are  here  given.  Further  on 
is  a  form  of  contract  for  stock  which  takes  the  place  of  both  the  Sub- 
scription Book  and  List. 


Ivocation  of  Mines, 

Fresno  County,  Cal. 

63. 


Business  Office  of  Company, 

Fresno,  Cal. 


SUBSCPIPTION   LIST. 


We,  the  undersigned,  agree  to  take  Stock  in  the  Free  Gold  Mining  Company, 
for  the  amount  set  opposite  our  respective  names.  Said  stock  to  be  of  the  par  value  of 
$5.00  per  share,  payable  in  monthly  installments  of  25  cents  per  share,  per  month,  until 
fully  paid — payments  to  commence  on  delivery  of  contract,  it  being  optional  on  the  part 
of  subscribers  to  pay  for  same  in  advance  and  receive  10  per  cent  discount  or  6  per  cent 
discount  for  ten  months  in  advance  on  delivery  of  contract. 

Names.  No.  Shares  Signatures. 
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04.  We  recommend  the  above  form  for  the  purpose  for  which  it 
is  intended,  on  account  of  its  completeness  in  form,  and  brevity  in  con- 
struction. The  a«ient  fills  in  the  date  and  the  name  of  the  subscriber 
in  a  clear  le<;ible  hand  and  forwards  his  list  to  the  office,  where  the 
contract  referred  to  is  filled  in,  in  duplicate,  and  sent  back  to  the  agent 
for  the  subscribers  siiiuature.  A  little  later  we  will  illustrate  the 
method  of  filing,  the  contracts  and  also  treat  of  their  advantage. 

Subscription  List  (Form  2). 

65.  The  subscribers  hereto,  each  for  himself,  and  not  one  for  the  other  agree 
with  the  Lamp  Oil  Company  (a  corporation)  to  purchase  of  said  corporation  the  num- 
ber of  shares  of  its  Capital  Stock  set  opposite  their  respective  names  upon  the  following- 
conditions,  to  wit  : — 

That  the  amount  to  be  paid  said  corporation  for  each  share  of  said  Capital  Stock 
is  Fifty  Dollars,  (its  par  value)  payable  as  follows  : — 

When  the  Board  of  Directors  of  said  corporation  shall  have  certified  that  twenty- 
five  per  cent  of  its  Capital  Stock  has  been  agreed  to  be  purchased,  then,  and  upon  the 
happening  of  that  event,  there  shall  become  due  and  paj-able  to  said  corporation  twenty- 
five  per  cent  of  the  amount  of  each  share  agreed  to  be  purchased,  and  thereafter  there 
shall  become  due  and  payable  an  amount  equal  to  ten  per  cent  of  the  par  value  of  said 
stock  each  and  every  month  until  the  whole  amount  thereof  has  been  paid. 

That  when  said  first  payment  of  twenty-five  per  cent  shall  have  been  made  upon 
each  share  of  said  stock,  said  corporation  will  issue  to  the  purchaser  of  the  same  a 
Certificate  of  its  Capital  Stock  showing  the  number  of  shares  purchased  with  the  amount 
paid  endorsed  thereon. 

It  being  expressly  understood  and  agreed  by  said  corporation,  that  it  will  not  at 
any  time  contract  any  indebtedness  in  excess  of  the  par  value  of  the  number  of  shares  of 
its  Capital  Stock  issued. 

Dated  at  Fresno,  Cal.,  October  1,  1899. 

The  Lamp  Oil  Company, 
By  H.  E.  DORE,  President.  By  G.  E.  Wentzel,  Secretary. 

No.  Shares  Taken. 


l)().  This  form  cannot  be  recommended  for  its  brevity,  but  it  has 
its  g(M>d  ]K>ints  and  may  find  favor  among  those  timid  souls  who  are 
always  afraid  of  being  "skinned."  It  is  a  conditional  sul)scrij)tion  de- 
l)euding  iiixni  rlic  h;ii»i»('iiing  of  a  ccrtiiiii  event — in  fact  it  is  a  con- 
tract between  the  corporation  and  its  subscribers,  in  which  each  is 
bound  to  the  other  to  do  certain  things,  contingent  upon  the  happen- 
ing of  certain  other  things.      Ir  has  its  i)lace  ;ni<l  ;i  v:iliie  in  that  i)lace. 
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67.  As  will  be  seen  from  the  foregoing  lists  there  are  many  ways 
of  subscribing  for  stock,  and  various  ways  and  conditions  of  payment, 
there  are  also  many  ways  of  issuing  certificates.  Some  companies 
issue  certificates  on  the  payment  of  10  per  cent  or  any  other  fractional 
part  with  a  form  on  the  back  of  the  certificate  for  the  endorsement  of 
future  payments,  the  certificate  not  being  considered  paid  up  until  the 
final  endorsement  is  made.  Others  issue  Installment  Scrip  for  each 
payment,  exchangeable  for  certificates  when  the  final  installment  is 
paid.  Still  others  issue  contracts  for  certificates,  which  are  arranged 
for  the  endorsement  of  payments,  and  are  exchanged  for  certificates  on 
the  conditions  of  the  contract  being  fulfilled. 


68. 


INSTALlwMENT   SCRIP  BOOK. 


Installment  Scrip 
No 

Fresno,  Cal. 

Shares 

1st  Installment 

per  cent. 

Received    the 
above  Scrip, 


$ Shares. 

GOIvD  AND  SIIvVER  RATIO  MINING  COMPANY 

Received  from 

Dollars 

same  being-  the  first  Installment  of Dollars 

per  share,  on shares  of  the  Capital 

Stock  of  the 

Gold  and  Sii^ver  Ratio  Mining  Company, 

the  said  shares  are  set  aside  for  the  above  named  subscri- 
ber or  his  assigns,  conditional  on  the  fulfillment  of  the 
terms  of  subscription. 


President. 


Secretary. 
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CONTRACT   FOR  DELIVERY  OF   STOCK. 


Contract  No Shares. 

The  Anglo-California  fllnlng  and  Development  Company. 

oy.  Location  of  Mines,  Tuolumne  County,  Cal. 

Business  Office,  Fresno,  California. 


ZWi  fijreCBtlt,  entered  into  this day  of. 189. .,  between 

The  Anglo-Calikornia  Mining  and  Development  Company,  a  corporation  organized 

under  the  laws  of  California,  and of. 

TDIitHCSSttb  :   That  for  and  in  consideration  of  the  sum  of  £ to  be  paid  to 

said  Anglo-California  Mining  and  Development  Company,  by  said 

in  the  manner  hereinafter  provided,  said  Company  hereby  agrees  to  sell  and  deliver  to  said 

(  )  Shares  of  its  capital  stock,  of  the  par  value  of 

£1.0.0.  per  share,  subject  to  the  conditions  contained  in  the  By-laws  of  this  Company,  and 
upon  the  following  terms  and  conditions,  to  wit : 

1st.     That  said shares  shall  be  paid  for  in  monthly  installments  of  twenty-five 

cents  per  share  until  the  price  of  ^1.0.0.  per  share  is  fully  paid  up. 

2nd.     That  said  shares  shall  be  delivered  to  said or  assigns, 

when  said  price  of  ;f  1.0.0.  per  share  is  fully  paid  up,  and  upon  returning  and  surrender- 
ing this  contract  to  said  Company. 

3rd.  That  without  further  notice,  the  times  and  place  of  payment  shall  be  the  first 
day  of  each  calendar  month  after  the  date  hereof,  at  the  office  of  said  Company. 

4th.  If  default  shall  be  made  in  the  payment  of  any  installment  required  by  thi&  con- 
tract during  the  whole  of  the  calendar  month  upon  the  first  day  of  which  said  installment 
became  due  and  payable,  the  Secretary  of  this  Company  shall  immediately  notify  the 
holder  of  this  contract  of  such  default  by  notice  deposited'  in  the  United  States  post  office 
at  Fresno,  California,  and  if  such  installment  shall  not  be  paid  within  thirty  days  from 
and  after  the  date  of  such  notice,  this  contract  shall  immediately  become  void  and  the 
holder  thereof  shall  immediately  forfeit  all  right,  title  and  interest  in  the  shares  of  stock 
herein  mentioned  and  in  and  to  all  sums  of  money  previously  paid  for  said  stock,  and  said 
stock  and  said  monej-  shall  be  the  propertj-  of  said  Company-. 

5th.  If  this  contract  shall  become  void  and  the  stock  herein  mentioned  shall  be  for- 
feited under  the  provisions  of  the  above  numbered  clause  four,  then  and  in  that  case  the 
Secretary  of  the  Companv  shall  immediately  issue  to  the  holder  thereof  a  certificate  for 
fully  paid  up  shares  of  capital  stock  to  the  amount  of  fifty  percent  of  all  money  paid  to 
the  Company  under  the  provisions  of  this  contract. 

6th.  Beyond  the  payments  required  by  this  contract  no  other  assessments  shall  be 
made  or  payment  required. 

7th.  This  contract  shall  be  binding  on  the  successors,  heirs  and  assigns  of  the  respec- 
tive parties  hereto,  but  no  assignment  hereof  shall  be  binding  on  this  Company  until  such 
assignment  is  endorsed  hereon,  nor  until  this  Company  is  notified  of  the  person  to  whom 
assigned,  nor  until  it  appears  hereon  by  the  certificate' of  the  Secretary  of  this  Company 
endorsed  hereon,  that  all  installments  due  on  this  contract  up  to  the  time  of  the  proposed 
assignment  have  been  paid  and  unless  such  certificate  be  endorsed  hereon,  no  assignee 
shall  have  any  claim,  interest  or  rights,  to.  in,  or  under  this  contract. 

1r  taitUCSS  UlbCrWl,  The  said  Company  has  caused  its  name 
and  corporate  seal  to  be  hereunto  subscribed  and  affixed 

and  the  said has  hereunto  subscribed 

his  name     ,  on  the  dav  and  vear  first  above  written. 


President. 
Secretary. 
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70.  FORM   OF   TRANSFER. 

For  a  valuable  consideration  I  hereby  transfer  and  assign  the  within  Contract, 


and  all  my  right,  title  and  interest  therein  to 

this day  of 189. , 


I   hereby   certify  that   all   the   installments   due  on   the   within   Contract   up   to 

189 ....  have  been  regularly  paid  by 

Dated  Fresno, 189 


Secretary  Anglo-California 

Mining  and  Development  Company. 


FORM   OF   ENDORSING    PAYMENTS. 
Received  payments  of  monthly  installments  on  the  within  agreement  as  follows  : 

For  the  month  of 189 


For  the  month  of 189 


For  the  month  of 189 


For  the  month  of 189 


For  the  month  of 189  , 


For  the  month  of 189. 


For  the  month  of 189 
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72.  FORM   OF   ENDORSEMENT. 

Ifor  ValU?  'MWtiV^d, do  hereby  sell,  assign  and  transfer  unto 

Shares  of  the  Capital  Stock 

of  the  within  Certificate,  and do  hereby  irrevocably  constitute  arid 

appoint  

true  and  lawful  attor?tey .  . ,  for and  in name,  place 

and  stead,   but  to benefit,  to   sell,  assign  and  transfer  all  or  any 

part  of  the  said  stock,  and  for  that  purpose  to  substitute  one  or  more  persons 

with  like  full  power. 

Dated i8g 


Witness  to  Signature. 
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MANNEK  OF  CAKING  FOR  CONTKACTS. 

73.  The  contract  form  of  selling  stock  on  the  installment  plan  is 
somewhat  new,  but  is  becoming  popular  for  obvious  reasons.  These 
contracts  are  issued  in  duplicate,  one  being  retained  by  the  company, 
and  one  given  to  the  subscriber: they  are  negotiable  same  as  certificates. 
The  best  way  to  keep  them  is  to  get  two  standard  files  and  indexes,  the 
size  of  the  contract,  and  place  the  originals  on  file  alphabetically;  if 
they  are  very  numerous  they  can  be  sub-indexed,  so  that  any  contract 
can  be  easily  located.  The  second  file  is  used  for  canceled  or  completed 
contracts;  that  is  to  say,  if  a  person  transfer  his  contract,  the  old  one  is 
surrendered  and  a  new  one  issued,  and  when  a  contract  is  fulfilled  it  is 
surrendered  and  a  certificate  issued.  In  either  case  the  surrendered 
contract  is  placed  on  file  in  the  same  manner  as  the  originals,  and  so  on 
until  all  the  contracts  are  in,  at  which  time  the  company  will  have  all 
the  originals  and  all  the  duplicates  on  file,  when  they  may  be  placed  io 
binders  and  preserved  as  a  part  of  the  company's  records. 

CERTIFICATES  OF  STOCK. 

74.  The  laws  of  California  provide  that  no  corporation  shall 
issue  stock  or  bonds  except  for  money  paid,  labor  performed  or  prop- 
erty actually  received,  and  all  fictitious  increase  of  stock  or  indebted- 
ness shall  be  void.  Individual  stockholders  may,  if  they  choose,  give 
away  their  stock  for  a  nominal  or  no  consideration,  but  a  corporation 
cannot  do  this.  There  is  only  one  exception  to  this,  viz:  When  a  cor- 
poration has  a  number  of  shares  of  stock  in  its  treasury  which  it  does 
not  desire  to  sell,  it  may,  upon  the  written  application  and  assent  of 
all  the  stockholders,  distribute  the  treasury  stock  pro  rata  among  its 
stockholders. 

75.  The  best  form  of  certificate  is  one  which  provides  for  the  sign- 
ing of  the  stub  by  the  stockholder,  and  the  transfer  of  the  certificate 
either  in  the  person  of  the  owner,  or  by  his  lawfully  constituted  attor- 
ney. See  pages  35  and  3().  In  large  corporations  where  they 
have  a  transfer  clerk  it  is  customary  to  appoint  the  transfer  clerk  attor- 
ney to  make  transfers,  otherwise  the  secretary  or  any  other  officer  of 
the  company  may  be  appointed  for  the  purpose. 

70.  Of  course  in  companies  whose  stocks  are  listed  on  exchange, 
the  form  above  referred  to  would  be  found  inconvenient,  where  stock 
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certificates  are  continually  changing  hands,  moreover  in  these  times 
every  power  of  attorney  would  have  to  bear  a  revenue  stamp.  For 
such  cases  the  best  form  is  the  simple  endorsement,  as  one  endorses  a 
check  or  draft,  this  makes  the  certificate  negotiable,  and  it  may  pass 
current  from  one  hand  to  another  until  it  finally  reaches  the  office  of 
the  company  for  transfer.  When  it  does  reach  the  office  a  record  is 
made  on  the  journal  of  the  name  of  the  person  who  left  it. 

STOCK  COMPANIES  BOOKS. 

77.  In  stock  companies  there  are  two  sets  of  books,  a  private  set 
consisting  of  Minute  Book,  By-Laws  Book,  Stock  Ledger,  Stock 
Journal  and  Transfer  Book,  and  sometimes  an  Installment  Book, 
Assessment  Book  and  Dividend  Book,  these  books  are  kept  by  the  sec- 
retary, and  the  general  books  of  the  corporation  which  are  kept  by  the 
book-keeper. 

78.  Accountants  differ  as  to  the  best  form  of  these  books  as  well 
as  to  the  best  manner  of  keeping  them,  I  shall  now  present 
some  of  the  forms  and  illustrate  the  manner  of  keeping  them,  and  give 
my  reasons  for  what  I  hold  to  be  the  best.  1  would  discourage  as 
far  as  possible  book-keeping  by  arbitrary  signs  and  symbols.  What- 
ever forms  of  books  are  kept,  they  should  be  intelligible  and  capable 
of  easy  explanation  to  one  not  familiar  with  accounting.  This  partic- 
ularly applies  to  corporation  accounting,  where  every  stockholder  has 
the  legal  right  to  examine  the  books  of  the  company  and  demand  an 
explanation  of  every  entry.  It  is  a  mistake  to  suppose  that  good  ac- 
counting is  essentially  complicated — good  accounting  has  as  one  of  its 
attributes  simplicity.  I  strongly  recommend  the  use  of  labor  saving 
books  and  extra  columnar  ruling.  "Economy  of  space  and  econon^y  of 
time"  is  the  watchword  of  every  up-to-date  book-keeper. 

USEFUL  DEFINITIONS. 

Before  going  any  further  T  will  here  define  the  terms  used  by 
corporations. 

79.  Certificate  of  Stocl- :  This  is  simply  a  paper,  signed  by  the 
president  and  secretary  of  a  corporation,  certifying  that  the  owner 
thereof  is  entitled  to  so  many  shares  of  stock  of  the  corporation  as  are 
represented  by  the  face  of  the  certificate.     The  nominal  value  of  the 

stock  is  stated  on  the  face  of  the  certificate,  but  that  does  not  mean 
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that  the  holder  thereof  is  the  creditor  of  the  corporation  to  that 
amount,  nor  for  any  amount.  The  company  is  under  no  obligations 
to  redeem  its  certificates,  in  fact,  it  cannot  buy  up  its  own  stock  unless 
under  certain  conditions  which  are  defined  later.  A  certificate 
is  not  negotiable  in  the  sense  that  a  check,  draft  or  promissory  note 
is.  It  may  be  transferred  for  any  consideration,  either  by  a  simple  en- 
dorsement, if  the  b}'-Iaws  so  allow,  or  by  filling  in  and  signing  a  reg- 
ular transfer,  either  in  person  or  by  attorney.  A  corporation  does  not 
recognize  a  transfer  until  it  is  entered  on  its  books,  and  in  most  cor- 
porations the  books  are  closed  against  transfers  a  certain  length  of 
time  before  elections,  and,  after  declaring,  and  before  paying  dividends. 

80.  Coiinnon  SiocJx:  This  is  simi^ly  the  ordinary  issue  of  stock 
issuetl  to  the  subscribers  subject  to  the  by-laws  of  the  company,  as  an 
evidence  of  their  title  to  the  specified  number  of  shares  of  the  capital 
stock. 

81.  Pnfvnrd  ^t<)<l\'  Tliis  stock  differs  from  the  ordinary  stock 
in  this,  that  a  certain  dividend  shall  be  paid  upon  it  before  any  divi- 
ilcnd  can  be  paid  upon  the  ordinary  stock — thus,  five  per  cent  preferred 
stock  means  that  it  is  entitled  to  five  per  cent  dividend  before  any 
dividend  can  be  paid  on  the  common  stock,  but  it  does  not  mean  that 
it  must  be  paid  on  it  if  the  companj-  does  not  earn  sufficient  profits  to 
pay  that  amount.  It  may  pay  two  per  cent  or  no  per  cent  and  still  the 
owner  of  preferred  stock  has  no  claim  against  the  company,  he  has 
the  simple  right  to  first  dividends  out  of  the  ])rofits.  The  common 
stock  receives  no  dividend  until  the  preferred  stock  is  satisfied,  and 
then  only  such  dividend  as  the  directors  shall  decide  is  prudent  to  pay 
out  of  the  balance  of  the  profits.  Preferred  stock  is  usually  given  to 
secure  some  obligation  of  the  company,  although  some  companies  issue 
two  or  more  kinds  of  stock  at  the  tiiin'  of  organization.  They  do  this  in 
order  to  secure  capital  quickly  by  offering  special  inducements  to  the 
])urchasers  of  a  limited  number  of  shares.  Again,  a  corporation  may 
have  excellent  prospects  and  still  be  cri]>pled  financially  and  in  onier 
to  obtain  working  capital  it  issues  a  certain  amount  of  stock  which  it 
sells  on  condition  that  it  will  receive  dividends  in  preference  to  the 
original  issue  of  stock. 

82.  Cifmulaiivc  Preferred  Stock:  This  is  a  stock  which  is  entitled 
to  "cumulative  dividends,''  that  is  to  say,  if  the  dividends  are  not  paid 
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for  a  certain  period  of  time  the  accumulated  amount  is  still  due  to  the 
holders  of  this  kind  of  stock,  and  these  back  dividends  must  be  paid 
before  those  due  later  on  are  taken  care  of.  In  other  words,  if  a  com- 
pany misses  or  i^asses  a  dividend  period  it  does  not  escape  the  payment 
of  that  dividend  or  several  dividends.  It  must  when  it  is  in  a  condi- 
tion to  do  so  pay  the  accumulation  of  those  passed  dividends. 

S3.  Non-cumulative  Preferred  StocJc:  The  meaning  of  this  is 
obvious — signifying  that  the  dividends  are  to  be  paid  as  earned  by  the 
company,  but  if  there  is  a  lapse  in  the  dividends  by  reason  of  the  com- 
pany not  earning  sufficient  to  pay  them,  they  do  not  cumulate  and  the 
stockholder  and  not  the  company  is  the  loser — see  definition  of  Pre- 
ferred stock.  In  both  these  stocks  the  amount  of  the  preferential  divi- 
dend is  stated,  that  is  five  per  cent,  six  per  cent  or  whatever  it  may  be. 

84.  Guaranteed  StocJx:  This  is  iDractically  the  same  as  Cumula- 
tive Stock.  It  is  stock  on  which  a  certain  dividend  is  guaranteed,  and 
must  be  paid  before  dividends  are  paid  on  any  other  stock  of  the  com- 
pany. It  is  an  obligation  of  the  company  which  does  not  outlaw  and 
all  the  overdue  dividends  must  be  paid  by  the  company  whenever  it  is 
in  a  condition  to  do  so. 

85.  All  stock  certificates,  other  than  common  stock,  should  have 
the  name  of  the  stock  w^hich  they  rei^resent  printed  on  the  face  thereof, 
that  is,  "Preferred  Stock,"  "Guaranteed  Stock,"  or  whatever  it  may  be. 

86.  If  a.  corporation  be  very  successful  the  Common  Stock  may 
pay  better  dividends  than  the  Preferred  or  other  favored  stock,  that 
is,  after  the  preferred  dividend  has  been  paid  there  may  be  sufficient 
profits  left  to  pay  a  much  larger  dividend  on  the  common  stock,  but 
to  guard  against  this,  and  as  an  extra  inducement  to  the  purchaser 
of  Preferred  Stock,  some  companies  insert  a  clause  in  their  by-laws  ':o 
the  effect  that:  "In  addition  to  the  preferred  or  guaranteed  dividend, 
the  preferred  or  guaranteed  stock  shall  also  receive  an  amount  equal 
to  one-half  of  the  dividends  paid  on  the  common  stock"  or  some  such 
or  even  greater  concession. 

87.  Deferred  ^toel::  This  is  the  antithesis  of  Preferred  Stock. 
As  Preferred  Stock  has  the  preference  in  the  profits  of  the  company, 
Deferred  Stock  has  no  claim  on  the  profits  for  a  certain  jjeriod  of  time, 
until  the  happening  of  a  certain  event,  or  until  the  Common  Stock  shall 
have  received  certain  dividends. 
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88.  Dcfrnrd  Bonds:  Tlicse  are  somewhat  in  the  nature  of  an  in- 
definite or  perpetual  loan,  which  may  or  may  not  be  redeemed  at  their 
face  value.  Interest  on  these  bonds  is  sometimes  contingent  on  the 
liapi)eninii-  of  some  event,  and  sometimes  they  receive  a  graduatin-;; 
rate  of  interest  up  to  a  certain  point,  at  which  time  they  are  converted 
into  Active  Bonds. 

89.  Non-Assesmhk  Stock:  This  means  that  the  stock  shall  not  be 
assessed  for  any  purpose  after  the  par  value  of  the  shares  shall  have 
been  paid,  the  phrase,  however,  is  a  misnomer,  as  the  stock  can  be  as- 
sessetl  at  any  time  to  pay  the  just  debts  of  the  company;  moreover  it 
is  better  to  submit  to  an  assessment  for  that  purpose  than  to  become 
defendant  in  a  lawsuit  for  one's  share  of  the  debts. 

90.  Trcasuri/  Slock:  As  to  what  should  be  properly  term*Ml 
Treasury  Stock,  it  is  a  matter  of  dispute  among  accountants,  however 
an^'  one  of  tlie  following  stocks  may  with  propriety  go  by  that  cog- 
nomen : 

91.  First — The  unsubscribed  stock  of  a  corijoration.  nftcv  the  sale 
of  stock  closes,  or  the  amount  remaining  after  the  incorporators  have 
received  their  stock. 

92.  Second— The  amount  of  stock  that  the  incorporators  or  pr<i- 
moters  reserve  to  be  sold  at  some  future  time  as  the  needs  of  the  com- 
pany may  require. 

93.  Third— Stock  donated  or  given  as  a  bonus  to  the  (•omi)any  by 
one  or  more  of  its  members  to  be  sold  for  the  i)urpose  of  increasing  its 
working  capital, 

94.  Fourth — Stock  forfeited  to  the  company.  I'or  cxamph'.  if 
stock  is  st)ld  on  the  installment  plan  and  the  purciiaser  fails  to  pay  his 
installments  he  forfeits  his  stock  subject  to  the  conditions  laid  down 
in  the  by-laws;  this  then  becomes  Treasury  Stock. 

95.  Fifth — Stock  re-j^urchased  by  the  comi)any,  this,  however,  is 
unlawful,  as  corporations  are  not  allowed  to  speculate  in  their  own 
stock,  they  may,  however,  and  must,  in  order  to  acquire  legal  title  to 
it.  purchase  their  own  stock  at  dclinqnent  sales.  ]irovided  there  is  no 
otlier  bidder. 

9().  Sixth — Some  accountants  call  the  unpaid  subscribed  stock 
Treasury  Stock,  this,  however,  is  going  a  little  too  far  since  it  is  no 
longer  in  the  treasury  after  it  has  been  subscribed  for. 
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97.  Treasury  Stock  takes  it  name  from  the  fact  that  it  is  sup- 
posed to  be  in  the  treasury,  or  in  the  hands  of  the  treasurer  where  it 
remains  until  it  is  sold.  The  more  stock  there  is  in  the  treasury  the 
greater  will  be  the  per  cent  of  dividends,  provided  the  company  is  on  a 
good  basis,  since  only  the  outstanding  stock  is  supposed  to  participate 
in  the  dividends. 

98.  When  stock  is  received  into  the  treasury.  Treasury  Stock  is 
debited  and  whenever  Treasury  Stock  is  sold  Treasury  Stock  is 
credited;  when  it  is  all  sold  the  account  will  balance. 

99.  Watered  Stock:  This  is  an  increase  of  the  capital  stock  of  a 
corporation  without  a  corresponding  increase  of  the  assets  of  the  com- 
pany'. It  is  usually  distributed  among  the  stockholders  pro  rata,  and 
is  done  for  the  purpose  of  defrauding  the  State  or  Municipality.  Some 
states  require  certain  corporations  to  pay  all  of  their  excess  of  profits, 
over  a  certain  fixed  rate,  to  the  State,  or  they  are  compelled  to  reduce 
their  charges,  in  other  words  the  state  fixes  the  limit  of  their  earnings, 
so  in  order  to  defraud  the  state  and  reap  all  the  profits  they  water  the 
stock.  I  will  give  an  example:  Suppose  a  water  company  with  an 
authorized  capital  of  |]  00,000  is  earning  10  per  cent  profit  Avhen  the 
law  allows  it  to  earn  but  5  per  cent,  it  simply  increases  its  capital 
stock  to  1200,000,  after  which  its  earnings  will  appear  but  5  per  cent 
on  its  capital  of  |200,000.  By  this  simple  process  the  state  is  defrauded 
of  its  share  and  the  stockholders  are  correspondingly  benefitted.  These 
corporations  are  required  to  make  a  public  statement  of  their  earnings 
and,  by  the  watering  process,  the  dear  people  are  led  to  believe  that 
those  much  abused  coi'porations  are  earning  but  small  dividends  on 
their  investment.  The  public  is  enlightened  as  to  their  receipts  and 
expenditures,  but  is  kept  in  the  dark  in  regard  to  their  actual  per  cent- 
age  of  profit. 

100.  Clandestine  Stoclc:  Is  a  secret  increase  of  the  capital  stock 
without  the  authority  of  the  State.  It  differs  from  watered  stock  in 
two  ways.  In  the  latter  case  the  stock  is  increased  by  legal  process, 
to  serve  an  illegal  purpose.  In  the  former  case,  an  increase  of  stock 
is  not  sought  for  obvious  reasons.  Again  watered  stock  is  issued  for 
the  purpose  of  defrauding  the  State,  while  Clandestine  Stock  is  issued 
for  the  purpose  of  defrauding  its  purchasers,  the  original  stockholders 
are  the  beneficiaries  and  their  method  of  deceit  and  fraud  is  simply 


—  43  — 

this:  A  corporation  is  known  to  be  in  <>ood  standinj;-  and  payin*;  «ro«)d 
dividends,  its  stock  is  valuable  and  would  easily  command  a  premium; 
the  directors  being  daring  and  unscrupulous  men  decide  upon  a  secret 
issue  of  stock  which  is  distributed  among  themselves  and  then  offeree! 
for  sale.  The  stock  easily  sells  on  its  reputation  and  the  thieves  pocket 
the  spoils.  This  is  a  risky  business,  but  men  have  been  known  to  en- 
gage in  it,  and,  there  is  the  case  of  certain  railway  magnates  in  New- 
York  some  years  ago  who,  upon  finding  their  stock  being  bought  up 
by  a  rival  company  for  the  purpose  of  controlling  or  absorbing  them, 
issued  stock  as  fast  as  a  printing  press  could  run,  until  the  trick  was 
discovered. 

101.  Bonds:  When  a  corporation  desires  to  procure  money  for 
the  purpose  of  developing  its  enterprises,  extending  its  business  or  dis- 
charging its  debts,  it  may,  upon  the  written  assent  of  the  stockholders 
representing  two-thirds  of  the  stock,  mortgage  its  real  or  personal 
property  to  secure  the  payment  of  a  certain  number  and  amount  of 
bonds.  These  bonds  shall  bear  a  certain  date,  fall  due  at  a  certain 
time  and  bear  a  certain  rate  of  interest,  payable  periodically.  Having 
secured  the  proper  and  necessary  consent  of  sutlicient  of  the  stock- 
holders, the  company,  by  its  president  and  secretary,  executes  a  mort- 
gage to  trustees  and  has  its  bonds  prepared.  There  is  no  entry  mad*- 
on  the  books  until  some  of  the  bonds  are  sold.  They  are  S(dd  only  for 
cash,  and  if  they  are  a  particularly  good  speculation,  and  bear  a  good 
rate  of  interest  they  may  be  sold  at  a  premium.  In  this  case  two  ac- 
counts are  opened,  a  "Bonds  Payable"  account  and  a  "Bonds  Premium" 
account;  the  former  is  credited  with  the  amount  of  the  bonds  and  the 
latter  with  the  amount  of  the  premium.  The  "lionds  Payable"  account 
is  treated  exactly  as  the  "Bills  Payable"  account  is  treated  in  ordinary 
commercial  accounting.  The  "Premium"  account  is  closed  into  the 
Loss  and  (tain  account  as  a  gain.     As  the  bonds    are    redeemed    the 

"Bonds  Payable"  account  is  debited  and  wlicn  tlicy  are  all  redeemiMl  it 
will  balance. 

102.  If  bonds  be  sold  at  a  discount,  a  "Bond  Discount"  account 
is  opened  and  treated  as  an  ordinary  "Discount"  account  would  be 
treated.  If  the  bonds  are  placed  through  a  broker  a  "Brokerage"  ac- 
count or  "Commission"  account  may  be  opened,  and  charged  with  the 
brokerage   or   commission.     The  former  name  is  the  most  expressive 
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of  the  nature  of  the  account.     This  account  is  balanced  into  Loss  and 
Gain  account  as  so  much  loss  on  the  sale  of  the  bonds. 

103.  First  MorUiage  Bonds:  The  bonds  referred  to  in  the  fore- 
going paragraph  would  be  First  Mortgage  Bonds.  Second  or  subse- 
quent mortgages  would  be  subject  to  the  satisfaction  of  the  first,  that 
is,  the  first  mortgage  would  have  to  be  paid  in  full  first,  and  the  others 
in  the  order  of  their  number,  hence,  first  mortgage  bonds  are  the 
choicest  security,  and  the  bond  holder  is  usually  in  a  better  position 
than  the  stockholder,  for  the  bond  holder  is  bound  to  receive  his  inter- 
est, whereas  the  holder  of  ordinary  stock  or  even  Preferred  Stock  may 
or  may  not  receive  dividends.  Of  course  if  a  company  is  in  a  prosper- 
ous condition,  the  stockholders  may  receive  more  in  dividends  than  the 
bond  holder  does  in  interest. 

104.  Coupon  Bonds:  Bonds  with  interest  coupons  attached  to 
them  and  payable  every  three,  six,  or  twelve  months  are  called  Coupon 
Bonds.  The  number  of  coupons  depends  upon  the  number  of  years  the 
bonds  are  to  run.  When  a  coupon  falls  due  it  should  be  detatched  and 
presented  for  payment,  as  it  does  not  bear  interest  after  it  falls  due. 
The  coupons  are  preserved  by  the  company-  as  vouchers  for  the  interest 
paid.  A  ''Bond  Interest''  account  is  sometimes  opened  for  these  cou- 
pons, but  this  only  serves  the  purpose  of  showing  the  total  interest 
paid  on  the  bonds.  Such  companies  as  keep  this  account  always  make 
an  entry  like  this  in  their  annual  statement  of  disbursements:  "In- 
terest Paid  on  Bonds,"  This  is  a  good  practice,  as  many  stockholders 
want  to  know  "where  all  the  money  goes." 

105.  Rcgisfend  Bonds:  These  bonds  unlike  Coupon  Bonds  are 
not  transferable,  being  recorded  in  the  same  manner  as  deeds,  except- 
ing on  assignment  duly  acknowledged,  and  re-registery.  Being  reg- 
istered, it  is  not  necessary  that  the  holder  come  to  the  ofiice  of  the  com- 
pany to  collect  the  interest,  it  being  customary  to  send  checks  for  the 
interest  when  it  falls  due,  and  the  checks  are  then  held  as  vouchers  for 
the  payment  of  the  interest. 

lOfi.  Bottomri/  Bond:  This  a  form  of  bond  peculiar  to  shipping. 
When  the  owner  or  master  of  a  ship  pledges  the  keel  or  bottom  of  his 
ship,  or  in  other  words  mortgages  his  ship  to  secure  some  obligation, 
the  instrument  of  conveyance  is  called  a  Bottomry  Bond.  It  is  a  risky 
sort  of  bond,  for  in  case  the  vessel  is  lost  the  bond  holder  loses  all  that 
he  had  claim  to. 
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107.  United  States-  (rovcrnmtnt  lionds  are  bonds  issued  by  the 
government  for  the  purpose  of  replenishing  the  treasury.  They  are 
gilt  edge  security  and  most  always  command  a  premium. 

108.  *S7rt/(  liinids  are  bonds  issued  by  the  state  for  public  improve- 
ments, such  as  dredging  rivers,  improving  harbors  and  erecting  public 
buildings. 

109.  Municipal  Bonds  are  bonds  issued  by  cities  for  the  acquisi- 
tion of  public  utilities,  such  as  gas  or  water  works,  or  the  making  of 
public  improvements,  such  as  street  paving  or  sewering — these  are 
usually  considered  good  securities.  Purchasers,  however,  are  very 
careful  in  investigating  the  issue,  as  the  least  irregularity  in  the  hold- 
ing of  the  Bond  Election,  or  the  advertisement  thereof,  will  invalidate 
the  issue. 

110.  D<bviihirc  Bonds  are  an  old  form  of  bond  given  by  corpora- 
tions without  the  formality  of  a  mortgage  security.  A  debenture  is 
simply  a  written  acknowledgement  of  a  debt,  or  a  certificate  signed  by 
a  public  officer  as  an  evidence  of  a  debt.  In  England  though  it  is  a 
mortgage  deed  given  by  railway  and  other  companies  as  security  for 
borrowed  money. 

111.  Franchise:  A  franchise  is  a  privilege  granted  by  a  State,  or 
County,  or  City  to  individuals  or  corporations,  to  do  a  certain  specifieil 
business,  such  as  to  operate  a  street  car  line,  or  railroad,  for  a  term  of 
years.  Franchises  are  granted  by  special  act  of  the  Legislature,  or 
special  ordinance  of  the  City  or  County  within  whose  territory  the  road 
or  other  enterprise,  operates.  They  are  advertised  for  sale  and  sold  t(» 
the  highest  bidder,  but  of  course  the  party  seeking  the  franchise  is  the 
invariable  ])urchaser.  Franchises  have  a  distinct  value  in  themselves, 
apart  from  the  real  or  personal  pro])erty  of  the  owner  thereof.  Pur- 
chasers of  such  enterprises  should  always  bargain  for  the  franchise. 
A  franchise  account  should  be  opened,  and  charged  with  the  purchase 
price  of  the  franchise.  This  account  having  an  intrinsic  value  in  it- 
self stands  on  the  books  as  an  asset;  but.  a  certain  amount  of  it  should 
be  written  off  into  Loss  and  Gain  Account  each  year,  as  it  becomes  less 
valuable  as  the  term  of  its  existence  draws  to  a  close,  and  when  the 
frjuichise  expires  tlu'  account  is  closed. 

112.  I'laiil,  is  the  mathinery.  tools,  fixtures,  chattels  and  other 
pnrai)hernalia  of  tlie  business. 
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113.  Funded  Debt:  This  is  the  amount  of  the  debts  of  a  company 
secured  by  bonds,  which  in  turn  are  secured  by  mortgage,  or  by  treas- 
ury securities  in  excess  of  the  amount  of  the  debt.  To  meet  this  debt 
a  fund  is  provided,  hence  the  name. 

114.  Floating  Debt  is  the  unfixed,  undetermined,  or  unfunded 
debts  of  a  company.  Very  often  stocks  or  bonds  are  issued  to  fund  this 
floating  debt. 

115.  Sinking  Fund,  is  a  fund  created  for  the  purpose  of  meeting 
some  existing  obligation,  such  as  the  bonds  of  a  company,  or  of  the 
government,  when  they  fall  due  This  fund  is  often  invested  in  good 
interest  bearing  securities,  and  is  called  a  '"Sinking  Fund''  because  in 
it  the  debts  of  the  company,  or  the  government,  are  sunk  or  Aviped  out. 

116.  Surplus  Fund:  This  is  the  account  into  which  the  net  pro- 
fits of  the  business  are  carried,  either  before,  or  after,  the  declaring  of 
dividends.  It  ordinarily  represents  the  "Net  Capital"  or  "Present 
Worth"  of  the  company.  Dividends  are  rarely  if  ever  declared  for  the 
full  surplus;  a  sufficient  sum  being  allowed  to  remain  in  this  fund,  for 
the  purpose  of  meeting  future  contingencies.  This  account  should 
represent,  as  its  name  indicates,  the  company's  surplus,  and  hence  the 
balance  should  always  be  on  the  credit  side  of  the  account,  if,  however, 
the  debit  balance  carried  from  Loss  and  Gain  Account  should,  from 
any  cause,  more  than  offset  the  credit  side  of  the  account,  an  "Impair- 
ment of  Capital''  account  should  be  opened,  debited  for  the  difference 
and  the  Surplus  Fund  account  closed.  The  "Impairment  Account" 
will  then  show  the  amount  for  which  the  capital  is  impaired;  which 
is  the  net  insolvency  of  the  company.  In  some  classes  of  business, 
property  accounts,  or  franchises,  are  inventoried  at  more  than  their 
value,  to  prevent  such  a  showing  as  the  above;  this  is  done  simply  to 
delude  the  stockholders,  or  the  creditors  of  the  company;  for,  it  is  the 
privilege  of  creditors  as  well  as  stockholders  to  examine  the  books  of  a 
corporation. 

117  ContuKjcnt  or  Reserve  Fund:  This  fund  differs  in  little  more 
than  name  from  the  foregoing  fund.  Some  companies  credit  a  share 
of  the  profits  to  this  account  annually,  for  the  purpose  of  meeting  pos- 
sible contingencies,  or  probable  improvements.  It  is  a  reserve  force, 
so  to  speak,  that  can  be  called  on  in  case  of  emergency;  however,  it  is 
taking  out  of  one  pocket  and  putting  into  another,  as  it  lessens  the 
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Surplus  Fund  Account,  and  meets  no  contingency    that    the    former 
could  not  meet. 

118.  \'aliiv  of  i^tock:  Stocks  have  three  distinct  values:  First — 
Par  value,  or  nominal  value,  which  is  the  face  value,  or  amount  ex- 
/jressed  on  the  face  of  the  certificate,  which  may  or  may  not  be  its 
actual  value.  Second — ^larket  value,  which  is  the  value  the  stock  has 
in  the  open  market,  or  when  offered  for  sale  on  exchange.  This  value 
is  not  tixed,  or  staple,  and  may  vary  from  day  to  day,  according  to  pres- 
ent conditions,  future  prospects,  or,  according  to  supply  and  demand. 
Third — Intrinsic  value,  which  depends  on  the  assets  or  securities  of 
the  company  at  the  time  of  liquidation,  and  is  the  actual  amount 
which  the  stockholders  receive  when  the  affairs  of  the  company  are 
wound  up 

119.  When  stock  sells  at  its  face  value,  it  is  said  to  sell  at  par; 
when  it  stdls  for  more  than  its  face,  it  is  said  to  be  above  par,  or,  at  a 
premium,  and  when  it  sells  below  its  face,  it  is  said  to  be  below  par,  or 
at  a  discount. 

120.  Assessment:  An  assessment  is  a  levy  made  by  the  directors 
of  a  cor'j)orat.iou  of  a  certain  amount  per  share  on  all  the  outstanding 
stock  of  the  corporation,  for  the  purpose  of  paying  its  debts,  or  making 
improvements.  Several  paragraphs  are  dev(>ted  to  this  subject  fur- 
ther on. 

121.  lustaUmvnt:  This  is  one  of  the  alicjuot  parts  into  which  the 
I)ayment  of  the  stock  is  divided.  Some  companies  sell  stock  to  be  paid 
for  in  equal  installments  at  regular  stated  periods.  It  is  generally 
provided  that  failure  to  pay  these  installnxents  results  in  forfeiture  of 
the  stock,  either  in  whole  or  in  part,  without  the  formality  or  necessity 
of  a  sale.  Other  companies  provide  for  the  payment  of  a  certain 
amount  down,  the  balance  to  be  paid  in  certain  percentages  on  demand, 
or,  in  such  sums  as  the  directors  may  decide  when  the  needs  of  the 
business  demand  it. 

122.  lioinis:  A  bonus  is  simply  a  present  of  property,  ov  value 
t>f  any  kind,  donated  to  a  comi)any  for  sentimental,  or  honorable,  and 
not  monetary  considerati<»n.  It  sometimes  hai)])ens  that  a  patent  is 
assigned  to  a  company  for  a  certain  amount  of  stock,  and  the  company 
becoming  short  of  funds,  the  patentee  donates  back  to  the  company  a 
bonus  of  s(i  many  shares  of  stock,  to  be  sold  to  obtain  working  capital; 
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aud  sometimes  all  of  the  incorporators  give  a  bonus  of  a  certain  num- 
ber of  shares  each,  in  proportion  to  their  holding,  for  a  similar  purpose. 

123.  Working  Capital,  is  the  amount  available  by  a  company  for 
operating  expenses.  It  is  obtained  by  the  sale  of  stock,  property, 
privileges,  or  by  donations  as  shown  in  the  preceding  paragraph. 

124.  Autliorized  Capital,  is  the  amount  of  stock  which  the  com- 
pany is  authorized  to  issue  by  its  articles  of  incorporation — the  Capital 
Stock. 

123.  Suhscrihed  Capital,  is  the  amount  of  stock  subscribed, 
whether  paid  for  or  not. 

126.  Actual  Capital,  is  the  amount  paid  in  on  subscriptions,  also 
called  'Taid-up  Capital." 

127-  Dividends:  A  dividend  is  a  certain  amount  of  money  or  its 
equivalent,  set  aside  by  the  directors  out  of  the  profits  of  the  company, 
to  be  divided  among  the  stockholders  in  proportion  to  the  shares  held 
by  each. 

128.  Dividends  are  declared  either  at  a  certain  amount  per  share, 
or  at  a  certain  per  cent  on  the  outstanding  stock  of  the  company.  It 
is  not  necessary  that  the  stock  be  paid  for  in  full  in  order  to  receive 
dividends;  but,  dividends  should  not  be  declared  on  treasury  stock. 
Dividends  should  be  paid  only  out  of  the  actual  profits  of  the  company. 
When  the  "Loss  and  Gain"  account  shows  a  profit  of,  say  $2000,  at  the 
closing  of  the  books,  either  one  of  the  following  entries  may  be  made 
to  dispose  of  the  profit: 

First  Method: 

129.  Loss  and  Gain Dr     |2,000 

To  Surplus  Fund   |1,000 

To  Dividend  Account 1,000 

For  disposal  of  gain  as  per  resolution  of  the  Board  of  Directors. 

Second  Method — First  Entrj/: 

130.  Loss  and  Gain Dr     |2,000 

To  Surplus  Fund |2,000 

Net  gain  for  the  year  ending 
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Second  Entnj: 

Surplus  Fund  Accouut   Dr     si.oOO 

To  Dividend  Account    .^1,000 

As  per  resolution  of  the  Board  of  Directors,  passed 1809. 

See  paji'e  ....  of  Minute  Book. 

131.  InsiuUniviit  Dividend:  It  sometimes  happens  that  a  com- 
])any  organized  on  the  installment  plan  of  paying  for  its  stock,  is  so 
[)rosperous,  that  it  is  really  not  in  need  of  the  installment;  and  so  it 
declares  an  Installment  Dividend;  that  is,  it  gives  as  a  dividend  to  the 
stockholders,  the  installment  that  is  due,  or  in  other  words,  they  pass 
an  installment.  It  is  equivalent  to  them  paying  the  installment  and 
then  receiving  it  back  in  the  shape  of  a  dividend.  The  entries  are 
made  as  follows: 

First  JJntri/: 

132.  Loss  an<l  (iain  ior  v^urplus  Fund) Dr     Sl.OOO 

To  Dividend  Account   81.000 

For  dividend  of  1  per  cent  on  capital  stock  of  .^100.000,  payable  as 
per  resolution  of  the  Board  of  Directors.     Minute  Book,  page  .... 

Second  Enirji: 

133.  Dividend  Account   Dr     si. 000 

To  Sundries   fil.OOO 

(Here  enter  the  names  of  each  stockholder,  if  their  stock  is  charged 
to  them  in  the  General  Ledger.) 

For  Installment  Dividend  as  per  resolutioii.  etc.  Or  where  the 
capital  stock  account  is  credited  for  only  the  "Paid-up  Capital. " 

134.  Dividend   Account    Dr     .Sl.OOO 

To  Capital  Stock   SI. 000 

(\Mth  explanation).  Or  where  Capital  Stock  is  credited  and  Sub- 
scription Account  is  Debited  for  the  full  subscri])tiou. 

135.  Dividend  Account    Di-     -^1 .000 

To  Subscription   Sl.OOO 
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136.  Or  Debit  Dividend  Account  and  Credit,  Franchise  Account, 
or  Stockholders  Account,  where  either  of  these  accounts  is  debited  for 
the  full  capital,  and  Capital  Stock  Credited  for  the  same  amount. 

137.  aS'/oc/v  Dividend:  Sometimes  the  assets  of  a  company  are  in 
good  shape  and  the  Surplus  Fund  Account  shows  a  handsome  credit, 
but  there  is  not  much  cash  on  hand  with  which  to  pay  a  dividend,  and 
the  company  having  some  stock  in  its  treasury,  decides  to  pay  a  ''Stock 
Dividend,"  that  is,  to  issue  a  certain  amount  of  paid  up  stock  to  its 
stockholders  in  lieu  of  a  cash  dividend.     The  entries  are  as  follows: 

First  Entry: 

138.  Surplus  Fund   Dr     |1,000 

To  Dividend  Account |1,000 

For  dividend  declared  October  1,  1809,  as  per  Minute  Book,  page 


Second  Entry: 

139.  Dividend  Account   Dr     |1,000 

To  Treasury  Stock |1,000 

For   amount   of    dividend   declared    payable   in    Treasury    Stock. 

These  entries  will  balance  the  Dividend  Account,  reduce  the  Surplus 
Fund,  and  correspondingly  reduce  the  amount  of  Treasury  Stock.  The 
necessary  entries  are  then  made  in  the  Stock  Ledger. 

140.  Fictitious  Dividends:  When  the  books  of  a  corporation  do  not 
show  a  surplus  over  all  liabilities  and  a  dividend  is  declared,  it  is  called 
a  fictitious  dividend,  for  the  reason,  that  it  purports  to  show  that  the 
company  is  on  a  dividend  paying  basis,  when  in  reality  it  is  not.  The 
dividend  is  paid  out  of  the  capital,  instead  of  the  profits,  consequently 
it  impairs  the  capital  and  makes  for  the  ruin  of  the  company.  The 
object  of  declaring  such  a  dividend  is  to  create  the  impression  that  the 
company  is  in  a  prosperous  condition  and  thus  give  an  increased 
market  value  to  its  stock,  for  the  purpose  of  effecting  sales.  It  is  as  a 
matter  of  fact  a  criminal  business  and  deserving  of  the  highest  penalty 
the  law  prescribes  for  such  a  proceeding. 

141.  Bond  Dividend:  Sometimes  a  company  issues  to  its  stock- 
holders, as  a  dividend,  100  per  cent  interest  bearing  bonds,  that  is,  a 
company  with  .|;i,000,000  capital  issues  to  its  stockholders  |1,000,000 
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4  per  cent  bonds.  The  treasury  seceurities  of  the  company  are  pledged 
to  redeem  them,  and  a  Kedemption  Fund  is  created  for  that  purpose. 
The  bondholders  receive  interest  on  the  bonds,  and  whatever  profits 
the  company  makes  above  the  interest  and  the  amount  set  aside  to  meet 
the  bonds  at  the  time  of  maturity,  is  paid  in  dividends  to  the  stock- 
liohlers.  Tlie  stockholders  by  this  arranj^ement  are  bond  holders  as 
well,  and  this  places  them  in  a  peculiarly  advantageous  position.  They 
get  the  11,000,000  in  bonds  as  a  dividend  without  paying  a  cent  for 
them,  and  if  the  company's  securities  are  good,  and  the  rate  of  interest 
is  sutticieiit  inducement  to  investors,  they  can  sell  the  bonds  for  ^1,000,- 
000  and  still  retain  their  stock  in  the  company.  This  would  be  simply 
drawing  |1,000,000  on  the  future,  or  drawing  out  an  amount  equal  to 
their  entire  capital  invested:  or  they,  or  any  of  them,  could  sell  their 
stock  in  the  company  and  still  have  $1,000,000  of  the  company's  bonds. 
The  reader  can  see  what  a  sure  game  this  is,  provided  they  have  suffi- 
cient securities  to  float  the  bonds. 

142.  Declaring  a  Dividend,  is  the  mere  formal  declaration  of  the 
Board  of  Directors  fixing  the  amount  of  the  dividend  and  the  date  of 
payment. 

143.  Poj/inff  a  Dividend:  Dividends  are  not  paid  for  some  time 
after  they  are  declared.  One  reason  is,  to  allow  the  secretars'  to  pre- 
pare the  list  of  stockholders  and  the  amount  each  one  is  entitled  to. 
A  certain  number  of  days  before  it  is  paid,  the  books  are  closed  against 
transfers,  and  it  is  to  the  parties  whose  names  ai)]>ear  on  the  books  as 
stockholders  at  this  time,  that  the  dividends  are  ])aid.  We  will  here 
give  a  form  of  Dividend  Book: 

(See  ai)i)endix  on  Stock  Exchange  for  exceptions  to  this  rule.) 

DIVIDEND  KECEIPT  BOOK. 


144.     Dividend 
1.. 


Xniiibcr  .  . 
.     Payable 


per  cent.     Declared  .  . 


No.  oi 
Shares. 


Date  of 
Payment. 


Signatures. 
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145.  Where  the  signatures  can  not  be  obtained,  write  in  the  sig- 
nature column  "Paid  by  Check  No "     Some  companies  have  a 

regular  "Dividend  Check"  with  the  words  "Dividend  Check"  printed 
on  the  face  of  them,  which  they  hold  as  vouchers  for  the  dividends  paid, 
but  they  do  not,  nor  should  not  take  the  place  of  the  Dividend  Iveceipt 
Book.  Some  companies  advertise  the  date  of  payment  of  dividends, 
and  request  the  stockholders  to  call  at  the  office  of  the  company  and  re- 
ceive their  dividend;  they  then  pay  them  in  cash  as  a  matter  of  con- 
venience, and  send  checks  to  the  out  of  town  stockholders.  As  the 
dividends  are  paid,  the  amount  paid  each  day,  until  all  are  paid,  is 
credited  to  cash  each  night  and  the  Dividend  Account  is  debited. 
When  they  are  all  paid  the  Dividend  Account  Avill  balance.  If  from 
any  cause  the  dividends  are  not  all  paid  at  the  end  of  the  fiscal  or 
calendar  year,  as  the  case  may  be,  the  balance  appears  on  the  annual 
statement  or  balance  sheet  under  the  head  "Liabilities"  as  "Dividends 
Unpaid."  Another  convenient  way  is  to  draw  the  full  amount  out  of  the 
cash  at  once  and  charge  Dividend  Account;  place  the  amount  in  a  sep- 
arate till  and  pay  each  one  from  it  as  they  call.  In  some  companies 
where  the  number  of  stockholders  is  small  the  following  journal  entry 
is  made: 

Dividend  Account   Dr    | 

To  Sundries   | 

For  the  amount  of  the  dividend,  and  then  each  one  is  credited  for 
the  amount  of  his  dividend  in  the  General  Ledger,  until  such  time  as  he 
calls  for  it.  In  the  catagory  of  liabilities  these  might  then  come  under 
the  general  title  of  "Personal  Accounts  Owing," 

LIABILITIES  OF  STOCKHOLDERS. 

146.  Liiiiitcd  Liahilitics :^ome  states  permit  the  formation  of 
Limited  Liability  companies,  that  is  to  say,  the  stockholders  are  liable 
only  for  the  amount  due  on  their  subscriptions — for  example:  If  a 
stockholder  has  |1,000  worth  of  stock  on  which  he  has  paid  -foOO,  he  is 
liable  in  case  of  insolvency  of  the  company  for  only  |500  of  its  debts, 
that  is  he  loses  the  |500  he  has  paid  and  is  liable  for  $500  more,  so  that 
his  total  loss  is  limited  to  the  full  paid  up  value  of  his  stock.  In  all 
such  companies  the  word  "Limited"  has  to  be  affixed  to  the  name  of  the 
company. 
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147.  JJnllmiiid  LidhU'ity  or  Full  Liahilii}!  Companies  are  those  in 
which  the  stockliolders  are  liable  same  as  partners,  that  is,  in  case  of 
insolvency  each  stockholder  is  liable  for  all  its  debts,  and  any  one  of 
them  can  be  sued  for  the  full  amount  and  judgment  executed  ajjjainst 
him  provided  he  is  worth  the  amount  of  the  indebtedness. 

148.  Corporations  cannot  be  discharged  from  insolvency  same  as 
individuals. 

14i).  Neither  one  of  the  above  classes  of  companies  can  be  formed 
under  the  laws  of  California. The  liability  of  each  stockholder  in  Cali- 
fornia is:  As  the  amount  of  their  stock  is  to  the  amount  of  the 
subscribed  stock,  so  is  their  liability  to  the  full  liability  of  the 
comi)any.  In  this  state  corporations  are  not  permitted  to  incur  debts 
in  excess  of  the  amount  of  their  authorized  capital  stock,  so  that  in  a 
certain  sense,  provided  they  do  not  exceed  the  le.iial  limit  of  their  debts, 
the  liability  of  the  stockholders  is  limited  to  the  nominal  value  of  their 
stock. 

150.  Double  lAahHitji  Coiiipunic-'i:  National  Banks  are  double  lia- 
bility, that  is,  the  stockholders  are  liable  for  twice  the  face  value  of 
their  stock.  If  the  bank  should  fail,  they  not  only  lose  what  they  paid 
on  their  stock,  but  they  are  liable  to  their  creditors  for  just  as  much 
more,  for  instance,  if  a  man  has  |1,000  of  National  Bank  stock  and  the 
bank  fails,  he  not  only  loses  the  |1,000,  but  he  will  be  obliged  to  pay 
an  additional  J|1,000  of  its  debts. 

151.  Forr'iffii  Corporatioufi  Doiuff  JJusincss  in  Thif<  Stute:  The  lia- 
bility of  each  stockholder  of  a  corporation  formed  under  the  laws  of  any 
state  or  territory  of  the  United  States,  or  any  foreign  country,  and  do- 
ing business  within  this  State,  shall  be  the  same  as  the  liability  of  a 
stockholder  of  a  corj)oration  as  organized  under  the  laws  of  this  State. 
(Amendment  Sec.  32-.  Civil  Code,  State  of  California.) 

Ao/c;  l'^)r  further  particulars  regarding  foreign  corporations  see 
Post  A]>pendix  to  Civil  Code,  page  7(14. 

152.  'lolut  Stock  Conipiiiiirs,  are  more  rare  than  in  former  yeai*s 
they  differ  from  corporations  chiefly  in  this,  that  in  the  absence  of 
statute,  the  liability  of  the  members  is  the  same  as  those  of  partners, 
and  all  must  join  in  suing  and  all  must  be  joined  when  sued. 

153.  y'/v/.v/.v;     We  hear  a  ureat  deal  about  trusts  these  days,  but 
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in  reality  there  are  but  few  trusts  formed,  although  there  are  greater 
combinations  of  capital  than  ever  before.  A  ''Trust"  proper,  derives 
its  name  from  the  fact  that  its  management  is  entirely  in  the  hands 
of  a  Board  of  Trustees  created  for  the  purpose.  It  is  formed  by  the 
organization  or  union  of  a  number  of  corporations,  the  members 
whereof  assign  at  least  a  majority  of  their  stock  to  the  trustees,  who 
in  turn  issue  to  them  certificates,  to  show  that  they  are  entitled  to 
dividends  from  the  profits  of  the  trust.  While  the  trust  lasts  the 
stockholders  have  no  vote  or  voice  in  the  management  of  its  affairs, 
the  trustees  having  absolute  control  of  the  business.  If  trusts  were 
managed  properly  they  would  be  a  public  good,  for,  by  combining  their 
capital,  plants  and  management,  they  can  reduce  the  cost  of  produc- 
tion and  could  correspondingly  reduce  the  price  to  consumers,  but 
they  are  invariably  formed  for  the  purpose  of  controlling  and  monopol- 
izing certain  products,  and  by  reducing  the  cost  of  production  and  in- 
creasing the  cost  to  consumers,  the  Trust  reaps  enormous  profits. 
Anti-trust  legislation  has  largely  destroyed  the  old  style  of  trust,  and 
given  birth  to  a  newer  and  more  dangerous  form.  The  trust  of  today 
is  in  reality  not  a  trust  at  all,  but  is  a  monopoly  greater  and  more  dan- 
gerous. The  present  monopoly  may  be  controlled  by  a  single  multi- 
millionaire, or  by  a  number  of  millionaires  joining  together  either  as 
partners,  or  organizing  as  a  corporation,  for  the  purpose  of  buying  up 
certain  enterprises,  so  that  instead  of  acting  as  trustees  they  are  the 
outright  owners — for  instance,  such  an  organization  might  buy  up  all 
the  railroad  or  all  the  steamship  lines,  and  they  would  have  a  legal 
right  to  it  under  present  conditions.  How  to  meet  this  problem  is  a 
matter  which  we  prefer  to  leave  to  our  State  and  National  Legislators. 

154.  Syndicate:  A  syndicate  is  an  association  of  bankers,  capital- 
ists, merchants  or  corporations,  for  the  purpose  of  buying  stocks  and 
bonds,  or  carrying  out  some  great  financial  enterprise.The  Drexel- 
Morgan  Banking  Syndicate  and  The  Nicaragua  Canal  Syndicate  are 
instances. 

155.  Capital  Stock  Increaf^ed:  The  capital  stock  of  a  corporation 
may  be  increased  by  a  vote  representing  at  least  two-thirds  of  the  stock, 
at  a  meeting  held  for  that  purpose,  notice  of  which  must  be  given  in  a 
newspaper  published  within  the  county  where  the  principal  office  of  the 
corporation  is,  at  least  once  a  week  for  ten  consecutive  weeks  before 
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such  proposed  increase.  The  notice  must  state  the  object  of  the  meet- 
injr,  the  time  and  phice  of  same  and  the  amount  to  which  it  is  proposed 
to  increase  the  capital  stock.  A  certificate  of  the  proceedings  must  be 
filed  in  the  office  of  the  County  Clerk  where  the  original  articles  of  in- 
corporation were  filed,  and  a  copy  of  the  same  in  the  office  of  the  Secre- 
tary of  State,  and  thereupon  the  capital  stock  shall  be  increased.  It 
is  also  necessary  to  send  notice  of  such  meeting  to  all  the  stockholders 
whose  addresses  are  known,  at  least  thirty  days  before  the  day  set  for 
the  holding  of  said  meeting.  The  same  form  of  proceeding  is  necessary 
for  the  creating  or  increasing  of  Bonded  Indebtedness. 

15().     Rcduc'uKj  Capital  iSVocA-,  or  Bomhd  Indvhtcdncxs:    The  procecnl- 
ings  in  this  case  are  similar  to  those  of  increasing,  the  same  notice  is 
required  and  the  same  vote   of   the   stockholders   is    necessary.     The 
•capital  stock  must  never  be  reduced  below  the  liabilities  of  the  com- 
pany. 

157.  Ent)'}/  for  Incrras'nn/  Capital  ^Stork: 

Treasury  Stock Dr     .$ 

To  Capital  Stock ^ 

I'or  increase  of  Ca])ital  Stock  as  per  resolution  of  stockholders. 
Minute  Book,  page  .... 

This  entry  shows  the  new  amount  of  the  Capital  Stock.  When- 
ever any  of  the  Treasury  Stock  is  sold.  Subscription  Account  or  Stock- 
holders, as  the  case  may  be,  is  debited,  and  Treasury  Stock  is  credited. 
When  it  is  paid  for.  Subscription  Account  or  Stockholders  are  cretlited. 
When  it  is  all  subscribed  for,  Treasury  Stock  will  balance,  and  when  it 
is  all  paid  for  Subscription  Account,  or  Stockholders  Accounts,  or  In- 
stallment Accounts  will  balance;  and  the  Nominal  Capital  will  then  be 
the  Actual  Capital.  When  the  stock  is  increased,  the  old  certificates 
should  be  surrendered  and  new  ones  showing  the  new  capitalization 
should  be  issued.  When  this  is  not  convenient,  the  old  certificates 
should  have  stamped  on  them  the  true  ca[utalization  of  the  company. 

158.  Entries  for  Rvdnciinj  the  Capital  Stock:  The  entry  in  this 
case  depends  altogether  on  the  circumstances  of  the  company  and  the 
rea.son  for  re<hicing  the  capital  stock.  If  the  capital  of  the  company  is 
fully  paid  u]),  and  the  Loss  and  Oain  .or  Surplus  Fund,  or  Impairment 
Account  shows  a  debit  balance,  the  capital  stock  may  be  re<luced  for 
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just  this  amount,  in  order  to  wipe  out  this  balance  and  put  the  company 
on  a  solvent  basis,  or  it  may  be  reduced  for  a  greater  amount,  in  order 
that  the  books  may  show  a  surplus.     The  entry  in  this  case  would  be: 

159.  Capital  Stock | 

To  Surplus  Fund | 

For  the  amount  of  the  reduction  of  capital  as  per  resolution,  etc. 

This  entry  reduces  the  Capital  Stock  Account  and  credits  the  Sur- 
plus Fund  with  sufficient  to  wipe  out  the  insolvency,  thus,  if  the  balance 
was  on  the  Loss  and  Gain  Account,  the  second  entry  would  be: 

160.  Surplus  Fund  $ 

To  Loss  and  Gain | 

For  net  loss  as  shown  by  the  books  before  the  capital  was  reduced. 

This  entry  will  balance  the  Loss  and  Gain  Account  and  also  the 
Surplus  Fund  Account  if  the  stock  was  decreased  for  only  that  amount. 
If  it  was  decreased  for  more,  the  Surplus  Fund  Avill  show  a  credit  bal- 
ance. If  the  balance  stood  on  an  Impairment  Account  and  the  Capital 
Stock  was  reduced  for  that  amount  the  following  entry  might  be  made: 

161.  Capital  Stock  Dr     | 

To  Impairment  of  Capital | 

Capital  Stock  reduced  for  the  amount  for  which  it  was  impaired 
per  resolution,  etc. 

162.  Again,  suppose  a  company  where  all  the  stock  has  been  sub- 
scribed, but  only  partially  paid  for,  and  that  the  subscription  amount 
has  been  debited  for  the  full  subscription,  and  capital  stock  has  been 
credited  for  the  full  authorized  capital,  the  Subscription  Account,  or 
some  account,  or  accounts,  representing  the  same,  shows  a  debit  bal- 
ance which  is  carried  along  from  year  to  year  as  a  resource,  we  will 
further  suppose  that  in  this  case  the  capital  stock  is  $100,000  fully  sub- 
scribed, 175,000  of  which  has  been  paid,  the  remaining  .f25,000  stands 
on  the  Subscription  Account  and  it  is  decided  to  wipe  this  out  by  reduc- 
ing the  Capital  Stock,  the  proper  entry  would  be: 

163.  Capital  Stock Dr     |25,000 

To  Subscription   |25,000 

For  reduction  in  the  Capital  Stock,  etc. 
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This  entry  balances  the  Subscription  Account,  ami  makes  the 
Stock  Account  show  the  new  capital  of  the  company,  the  old  certificates 
are  then  surrendered,  and  new  ones  issued  showinj^  the  new  capital- 
ization. In  this  transaction,  and  in  the  precedin«>;  one,  the  new  certifi- 
cates would  be  for  a  different  amount  of  shares  than  the  old  ones,  for 
the  reason  that  the  number  of  shares  of  each  stockholder  is  reduced  in 
the  same  ])roi)ortion  as  the  number  of  shares  of  Capital  Stock  is  re- 
duce<l;  but  in  the  last  exami)le  they  wonbl  be  fully  ]»ai<l  up  instead  of 
three-fourths  paid — to  illustrate,  suppose  that  the  nominal  value  of  the 
shares  was  ij^'Zi)  each,  and  that  a  man  had  twenty  shares  on  which  he  had 
pai<l  three-fourths  of  the  face  value,  or  f  15  per  share,  this  would  amount 
to  {^300.  Now,  when  the  Ca])ital  Stock  is  reduced  one-fourth,  his  num- 
ber of  shares  is  also  reduced  one-fourth,  or  from  twenty  to  fifteen 
shares,  but  these  fifteen  shares  fully  paid  at  *20  per  share  is  also  equal 
to  .^00,  in  this  way,  everybody  receives  paid  up  certificates  for  the 
actual  amount  they  have  paid,  and  the  bo(dvS  show  the  Capital  Stock 
fully  i>aid. 

I<i4.  Another  reason  for  reducing  the  Capital  Stock  is,  wheiv  a 
company  has  a  number  of  shares  of  unsold  or  Treasurj'  Stock,  and  it 
desires  to  wipe  that  out,  in  order  that  it  may  have  a  full  paid  up  Capi- 
tal.    In  such  case  the  entry  to  make  is  this: 

H;5.     Capital  Stock   I  )r     .? 

To  Treasury  Stock   ^ 

For  the  amount  of  the  reduction  of  Capital  Stock,  etc. 

N\'li('U  llic  old  stock  is  surrcudereil.  The  accounts  are  balanced  in 
the  Stock  Ledger,  and  when  the  new  stock  is  issucmI  they  are  re-opened 
for  the  new  amounts. 

lt)tj.  TransfirriiKj  S7oc/r;  When  a  sto<kh(dder  transfei-s  his  stock 
he  parts  with  all  his  interests  in  the  company,  and  the  party  to  whom 
he  transfers  his  stock,  at  once,  or  at  least  when  the  transfer  is  recorded 
on  the  books  of  the  company,  becomes  a  stockholder  ,  but  while  he  parts 
with  all  his  interests  as  a  stockholder,  he  does  not  part  with  all  his 
resjxtnsibilities  as  such.  If  the  comjiany  is  in  debt  at  the  time  he 
transfers  his  stock,  he  is  liable  for  his  ])roi>ortion  of  the  debt  contracted 
while  he  was  a  stockholder,  and  no  transfer  of  stock  relieves  him  of  this 
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liability;  if,  however,  he  pays  his  proportion  of  the  debt,  he  is  relieved 
from  all  further  liability.  The  term  stockholder,  as  used  in  Section 
322  of  the  Civil  Code  of  California,  applies  not  only  to  such  persons  as 
appear  by  the  books  of  a  corporation  to  be  such,  but  to  all  equitable 
owners  of  stock  whether  or  not  they  appear  on  the  books  of  a  corporat- 
tion  as  stockholders,  also  to  every  person  who  purchases  stock  in  the 
name  of  a  minor,  as  lonu;  as  such  person  remains  a  minor,  also  to  Guar- 
dians and  Trustees  who  voluntarily  invest  Trust  Funds  in  stocks. 
Trust  funds  so  invested  shall  not  be  liable  to  the  provisions  of  this  sec- 
tion by  reason  of  such  investment,  nor  shall  the  person  for  whom  the 
investment  was  made,  be  liable  until  he  becomes  competent  and  able 
to  control  the  same,  the  liability  of  the  Guardian  or  Trustee  continuing 
until  that  period.  Stock  held  as  collateral  security,  or  by  a  Trustee, 
does  not  make  the  holder  thereof  a  stockholder  in  the  meaning  of  this 
section  except  as  above  provided. 

167.  When  the  shares  of  stock  of  a  corporation  are  owned  by  a 
person  residing  outside  the  State,  the  president,  secretary  or  Directors 
before  making  the  transfer  on  the  books,  may  require  from  the  attorney 
or  agent  of  the  non-resident  owner,  or  from  the  person  claiming  under 
the  transfer,  an  affidavit  or  other  evidence  that  said  non-resident  owner 
was  alive  at  the  time  of  the  transfer,  and  if  such  evidence  be  not  furn- 
ished, an  indemnity'-  bond  with  two  sureties  satisfactory  to  the  officers 
of  the  corporation,  or  if  not  satisfactory,  then  one  approved  by  a  judge 
of  the  Superior  Court  of  the  County  in  which  the  principal  office  of  the 
corporation  is,  conditioned  to  protect  the  corporation  from  all  liability 
in  case  the  death  of  such  non-resident  owner  occurs  before  the  trans- 
fer is  made,  and  if  such  affidavit,  or  evidence,  or  bond  be  not  furnished, 
neither  the  corporation  nor  any  of  its  officers  shall  be  liable  for  refusal 
to  make  said  transfer. 

168.  Losing  a  Certificate:  If  a  certificate  be  lost  or  destroyed,  a 
new  one  may  be  issued  by  the  loser  making  affidavit  of  such  loss,  and 
giving  an  indemnity  bond  to  the  corporation  with  two  sureties  to  pro- 
tect the  corporation  in  case  it  has  been  transferred  or  somebody  claims 
it  was  transferred  to  him: 
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169.  FORM  OF  AFFIDAVIT  AND  BOND. 

«TATE  OF  CALIFORNIA, 

County  of 

being  by  me  first  duly  sworn  on  his  oath, 

deposes:     I  am  the  owner  of No for shares 

of  the  capital  stock  of  the Company 

issued  to  me,  and  dated  on  the day  of 1 .  . .  .     Said 

is  now  lost  or  destroyed,  and  I  have  no  knowledge  or  means 

of  knowledge  as  to  where  said is  at  this  time.     Said 

was on  or  about  the day  of ,  1 .... , 

under  the  following  circumstances,  to-wit:     


I  make  this  affidavit  for  the  purpose  of  having  issued  to  me  a  .  . .  . 

of  stock  in  the  place  and  stead  of  said in  this 

affidavit  mentioned. 


Subscribed  and  sworn  to  before  me  this dav  <>f , 


Notarv  Public  in  and  for Countv,  California. 


170.     Kiioir  All  Men  hit  These  Presrntff,  That  we 

of  the  County  of   State  of  California,  as  principal,  and 

and of.  the  County  of 

State  of  California,  as sureties,  are  held  and  tirmly  bound  to 

pay  unto  the Company,  a  corporation,  the 

sum  of   doUars,  gold  coin  of  the  United  States  for  the 

payment  of  which,  well  and  truly  to  be  made,  we  and  each  of  us  do 
bind  ourselves,  our  heirs,  executors,  administrators  and  assigns,  jointly 
and  severally,  tirmly  by  these  presents. 
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The  condition  of  this  obligation  is  such  that,  whereas,  the  above 

bounden  principal is  the  owner  of 

No for shares  of  the  capital  stock  of  said 

Company,  and  whereas  the  said 

has  represented  unto  said  company  that 

said No is  lost  or  destroyed,  and  has  applietl  to 

said  company  for  a  duplicate in  the  place  and  stead 

thereof;  now,  therefore,  if  the  said  shall  well 

and  truly  save  and  hold  the  said  Com- 
pany, free  and  harmless  of  and  from  any  and  all  jiayments,  charges, 
liens,  damages,  claims  for  damages,  suits  and  actions  made,  claimed, 
instituted  or  accruing  by  reason  of  the  issuance  to  him  of  such  dupli- 
cate   then  these  presents  to  be  void;  otherwise  to  be, 

and  remain  in  full  force  and  effect. 

WITNESS ^"-^  our  hands  and  seals  this day  of ,  1 .  . .  . 


(Seal.) 
(Seal.) 
(Seal.) 


FORMS  OF  STOCK  LEDGER  AND  OTHER  AUXILLIARY 
BOOKS. 

171.  The  form  of  books  and  the  method  of  opening  and  keeping 
them  are  not  always  the  choice  of  the  book-keeper,  and  even  if  they 
were,  accountants  are  not  agreed  as  to  the  best  form  or  the  best 
methods.  In  order  to  meet  various  conditions  and  different  tastes,  I 
will  describe  the  various  forms,  and  illustrate  the  different  methods. 
My  choice  of  course  does  not  need  to  be  yours  unless  you  are  convinced 
that  it  is  the  best.  As  a  matter  of  fact  the  keeping  of  the  Stock 
Ledger  and  Stock  Journal  may  be  as  simple  and  as  primitive  as  one 
pleases,  but  convenience  and  expiditiousness  sometimes  require  a  lit- 
tle of  the  science  of  evolution.  Usually,  the  Stock  Ledger  is  kept  by 
single  entry.  Some  credit  each  stockholder  with  his  stock,  in  the 
Stock  Ledger,  and  some  debit  him.  Some  use  Stock  Ledgers  with 
money  colums,  showing  the  value  of  the  shares  in  dollars  and  cents, 
and  others  use  Ledgers  showing  only  the  number  of  shares;  but  in  one 
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chnraftor  all  Stock  Ledii'ers  must  aj-reo,  that  is:  Stock  Ledgers  must 
coutain  accounts  with  all  the  stockholders,  showin*;-  the  number  of 
shares  held  by  each,  how  and  from  whom  they  accjuired  them,  how  and 
to  whom  they  disposed  of  them, 

172.  I'orni  No.  1  is  the  old  style  of  ordinary  ruled  Journal  and 
Ledger,  in  which  Capital  Stock  is  debited  and  individual  accounts 
credited  in  the  Stock  Ledger.  Transfers  are  recorded  in  the  Stock 
Journal  by  an  ordinary  cros-.y  entry,  with  the  necessary  explanations. 
When  all  the  stock  is  sold  or  subscribed,  the  Capital  Stock  account  will 
be  debited  for  the  full  capital  and  the  stockholders  will  be  credite<l  for 
an  equal  amount,  and  the  Ledger  will  be  in  balance. 

173.  t^lock  Lvibivr — Form  I. 

JOHN  SMITH. 


1899 
Nov. 


To  Paul  Jones,    50  Shs. 
"  Balance,  50    *' 


1 

v' 

500 
500 

00 
00 

1899 
Oct. 

Nov. 

1 
1 
! 

1 
1 

1,000 

00 

100  Shares 


50  Shares 


1,000  00 


1,000  00 


500 


00 


This  shows  that  Smith  subscribiMl  for  §1.()0(»  worth  of  stock,  that 
he  afterwai-ds  transferred  .Sr)()0  worth  to  Jones,  innl  that  ho  has  §;r>00 
woi'th  h'l't. 


171.  r<tnn  -Yo.  .L  The  joiirnalizinu  is  done  from  the  Subscription 
Hook  into  an  eiaboiate  Journal  which  uives  a  complete  record  of  the 
sale  of  tin  stock  and  subsequent  transfer.  We  will  here  illus- 
trate No.  L\ 


Form 
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STOCK 


Date 

By  Whom  Surrendered. 

Certificate  Cancelled. 

1899 

Ledger 
Folio. 

Certificate 
No. 

No.  of 

Shares. 

Left  By 

Oct. 

1 

Nov. 

1 

Paul  Jones 

1 

2 

10 

j     Himself 

1 

Thomas  Brown 

2 

3 

10 

1     His  Attorney 

1 

I 

10 

1 

As  will  be  seeu  by  the  illustration,  the  dates  of  issue  and  transfer 
are  all  on  one  page,  and  each  stockholder  is  credited  for  the  amount 
of  stock  issued  to  him.  When  he  transfers  any  of  his  stock  he  is 
debited  for  the  shares  of  his  surrendered  certificate,  and  the  trans- 
ferree  is  credited  for  whatever  portion  of  it  is  transferred  to  him.  The 
original  stockholder  is  then  credited  for  the  remainder,  if  any.  The 
total  number  of  shares  sold  is  kept  track  of  as  shown  in  the  illustra- 
tion. 

This  is  a  form  that  finds  favor  with  companies  whose  stocks  are 
listed  on  exchange,  for  the  reason  that  stock  passes  from  hand  to  hand 
by  a  simple  endorsement  until  it  finally  reaches  the  office  of  the  com- 
pany for  transfer,  whereupon  the  name  of  the  person  leaving  the  stock 
is  entered  in  the  Journal  under  the  heading  "Left  By." 

175.     ^tock  Ledger — Form  2: 

JOHN  SMITH. 


Certificates  Cancelled. 

Certificates  Issued. 

Date 
1899 

Journal 
Folio. 

Certificate 
Number. 

Number  of 
Shares. 

Frac- 
tional. 

Date 
1899 

Journal 
Folio. 

Certificate 
Number. 

Number  of 
Shares. 

Frac- 
tional. 

Nov. 

1 

1 

2 

10 

Oct. 

Nov. 

1 
1 

1 
2 

3 
6 

10 

5 

In  this  form  of  Ledger  the  shares  only  are  entered.     Each  stock- 
holder is  credited  for  the  number  of  shares  issued  to  him,  and  debited 
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JOURNAL 


?'orm  :?. 


1 

Certiflcate  Issued. 

Signature 

In  Whose  Favor. 

Ledger 
Folio. 

No. 
Certificate 

No.  of 
Shares. 

Total  No. 
Shares. 

1       Subject  to  By-Laws  of 
,                  Company. 

John  Smith 

1 

1 

10 

10 

John  Smith 

Paul  Jones 

2 

2 

10 

20 

Thomas  Brown 

3 

3 

10 

30 

William  White 

4 

4 

10 

Andrew  Green 

5 

5 

5 

Thomas  Brown 

3 

6 

5 

Wm.  Patterson 

6 

i 

7 

10 

40 

when  he  surrenders  or  transfers  his  stock;  this  entry  balances  his  ac- 
count, lie  is  a«;ain  credited  as  shown  in  the  illustration  for  the  num- 
ber of  shares  re-issued  to  him.  The  difference  between  the  two  sides 
shows  the  balance  of  shares  he  owns  or  holds;  or  the  account  may  be 
balanced  by  rulin«;  it  down  as  done  in  this  instance,  and  tlmn  the 
credit  side  will  show  the  standing-  of  it. 

17(1.  ronii  Xo.  3:  The  Journal  for  this  form  differs  so  little  from 
Form  Xo.  2,  and  the  same  form  will  answer  for  both  so  well,  that  I 
will  not  take  up  space  with  illustrating;'  it.  The  Le<lj;er.  however, 
differs  so  widely  from  the  other  that  I  will  explain  and  illustrate  it. 
A  complete  record  of  the  stock  issued  is  kept  in  this  Ledger,  and  the 
stockholder  is  char«;ed  in  the  money  columns  for  the  par  value  of  the 
stock  he  has  subscribed  for,  and  credited  for  subsequent  payments  on 
it.  When  the  stock  is  paid  for  these  columns  are  rule<l  down  and 
closed,  and  (Hily  the  ((dumns  showing  the  number  of  shares  issued  and 
transferred  are  used;  unless,  as  sometimes  happens,  assessments  are 
subsecpiently  entered  in  the  money  columns. 

17<W7.     Slock  Lcdijir — Fonn  J.- 
JOHN JONES. 


Date. 

Folio. 

Cert. 
No. 

Trans. 
No. 

No.ShsN'o.Shs 
Issued.;  Trans. 

To  Whom 
Transferred. 

Explanations. 

Debit. 

Credit. 

Oct. 
Oct. 

Nov. 

1 

10 

1 

S.J. 

1 
C.B. 

1 
C.  B. 

20 

S    .1 

1 
10 

10 

5 

John  Smith 

10Shs.@|10each 
Bylstlnstallm't 
"  2tl 

100 

00 

oo" 

50 

so 

00 
00 

lOl      2 

100 

100 

00 
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This  form  shows  that  Jones  lias  paid  for  his  stock,  and  that  he 
afterwards  transferred  five  shares  of  it.  The  diiference  between  the 
"Issued"  and  ''Transferred"  columns  shows  the  balance  of  shares  held 
by  him.  The  new  No.  in  the  Certificate  column  shows  the  No.  of  the 
new  certificate  issued  to  him. 

177.  The  fourth  form  is,  thought  to  be,  the  simplest  and  most 
practical.  I  know  from  my  own  experience  and  the  experience  of  others 
who  have  used  it,  that  it  meets  every  requirement.  It  is  simple,  self- 
explanatory  and  easily  understood  by  those  who  know  nothing  about 
book-keeping.  It  tells  at  a  glance  how  much  stock  everybody  holds, 
without  having  to  wait  to  figure  it  up.  It  shows  the  source  from  which 
each  one  received  his  stock;  how  many  shares  each  one  subscribed  for; 
how  many  each  one  received  by  transfer,  and  from  whom  they  received 
them;  how  many  shares  each  one  disposed  of  and  how,  whether  by  for- 
feiture or  transfer;  and  if  by  transfer,  to  whom  they  were  transferred. 
It  gives  the  day  and  date  of  every  transaction,  the  numbers  of  every 
certificate  issued,  transferred  and  re-issued;  in  fact  it  is  a  complete 
history  of  every  transaction  of  the  company's  stock  in  a  clear,  lucid,  in- 
telligible and  compact  form.  This  form  of  ledger  deals  only  with  the 
number  of  shares  and  takes  no  account  of  their  value.  There  is  no 
necessity  for  the  Stock  Ledger  showing  the  value  of  the  shares,  that,  is 
given  in  the  Articles  of  Incorporation  and  is  expressed  on  the  face  of 
every  certificate,  and  there  is  no  necessity  for  showing,  in  this  ledger, 
the  amount  they  have  paid,  or  the  amount  they  owe  on  the  stock.  It 
simply  shows  the  number  of  shares  they  hold  or  have  subscribed  for, 
and  the  fact  of  their  subscription  renders  them  liable  for  the  payment, 
under  whatever  conditions  the  by-laws  state.  An  eminent  authority 
on  this  subject  (James  H.  Goodwin)  has  said:  "Since  the  special  de- 
sign of  the  Stock  Ledger  is  to  show  the  number  of  shares  held  by  each 
stockholder,  the  iMiiiiu/  and  lra)hsferrin(/  of  shares  is  hardly  a  matter  of 
debit  and  eredit,  but  rather  a  matter  of  the  increase  and  decrease  of  the 
number  of  shares  held  by  each  stockholder.''  That  is  the  point  exactly; 
the  corporation  is  not  the  stockholders'  debtor,  nor  are  they  its  credi- 
tors, as  we  have  previously  exi)lained.  Some  accountants  credit  the 
stockholders  in  the  Stock  Ledger  for  either  the  par  value  of  the  stock 
they  have  received,  or  the  amount  they  have  actually  paid  on  it,  but 
in  as  much  as  the  company  is  only  contingently  liable  for  the  amount, 
and  as  the  certificates  are  evidence  of  the  stockholders  interest  in  the 


company,  in  case  of  dissolution,  and  as  in  such  case  the  company  does 
not  have  to  redeem  its  certificates  at  their  face,  and  as  it  may  pay  more 
or  less  than  the  face,  there  is  no  necessity  of  it  at  all,  however,  there 
is  no  serious  objection  to  it.  excepting  that  it  is  a  waste  of  time  and 
energy  in  an  age  when  both  these  factors  count  for  so  much,  I  be- 
lieve that  the  best  method  is  to  debit  each  stockholder  for  the  number 
of  shares  he  receives,  and  not  the  amount,  and  to  credit  him  with  the 
number  he  parts  with;  and,  as  shown  in  the  illustration,  his  account 
will  always  show  at  a  glance  the  number  of  shares  he  holds. 

The  way  to  open  such  a  ledger  is  as  follows: 

178.  Open  a  capital  stock  account  in  the  beginning  of  the  book, 
and  debit  it  by  single  entry  with  the  full  capital  of  the  company.  When 
ever  any  stock  is  subscribed  for,  credit  this  account  with  the  number 
of  shares  subscribed,  and  charge  each  stockholder  with  the  number  of 
shares  he  receives.  When  the  stock  is  all  subscribed  the  stock  ac- 
count will  balance,  and  the  total  of  the  stockholders  accounts  will 
equal  the  authorized  number  of  shares,  and  equal  by  multiplying  it 
by  the  value  of  the  stock,  the  amount  credited  to  Capital  Stock  account 
in  the  General  Ledger.  Of  course  the  Capital  Stock  account  in  the 
General  Ledger  may  only  represent  the  ^'Paid-up  Capital"  of  the  com- 
pany; in  such  case,  the  difference  between  the  two  would  represent  the 
amount  still  due  on  subscription.  The  difference  between  the  two 
sides  of  the  Stock  Account  at  any  time,  will  represent  the  number  of 
shares  unsubscribed;  while  the  total  of  the  credits  on  this  account  must 
always  equal  the  total  of  the  individual  stockholdei's  accounts.  The 
only  object  of  debiting  the  Stock  Account  with  the  number  of  shares, 
is  to  show  the  number  of  shares  the  company  is  authorized  to  issue, 
that  may  be  omitted  altogether  if  it  be  desired  to  show  the  Ledger  in 
perfect  balance.  But  I  have  shown  how  a  trial  balance  can  be  taken 
so  as  to  prove  the  accuracy  of  the  work,  and  I  believe  it  is  best  to  let 
the  debit  stand  on  the  Stock  Account,  for  the  reason  that  I  have 
given,  and  the  further  reason  that  it  shows  at  a  glance  the  number  of 
shares  i-minininu  unsold. 
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Stock  Lcdqer — Form,  //; 


179. 


STOCK  ACCOUNT. 


' 

Certif. 
No. 

To  Whom  Issued. 

Other  Explanations. 

SHARES. 

lfc99 

Debit. 

Credit. 

Balance. 

Oct. 

1 

1 

John  Smith 

Authorized  Capital 

1,000 

250 

2 

Paul  Jones 

Trustee  for  Paul  Jones,  Jr. 

100 

3 

Albert  Brown 

100 

4 

Thomas  White 

100 

5 

Charles  Green 

100 

350 

Nov. 

1 

Trans,  to  Treasury  Stock  acct. 

350 

00 

1,000 

1,000 

A  few  pa^es  are  headed  like  this  (and  the  heading  may  be  done 
with  a  pen)  in  the  beginning  of  the  book,  for  the  Stock  Account,  and 
Treasury  Stock  account  if  there  be  one.  The  stock  is  written  up  from 
the  Subscription  Book,  and  the  names  and  numbers  are  entered  here, 
from  whence  they  are  posted  to  the  respective  accounts  of  the  stock- 
holders. The  Treasury  Stock  account  is  treated  exactly  as  this,  except 
that  it  is  debited  whenever  stock  is  forfeited,  and  the  name  of  the  for- 
feiter  given  in  the  explanation  column. 

Stock  Ledger — Form  J/  a : 

180.  JOHN  SMITH. 


Date. 

Certif. 
No. 

Trans. 
No. 

By  Whom  Transferred. 

To  Whom  Transferred. 

No.  of 
Shares 
Issued. 

No.  of 
Shares 
Trans. 

Bal. 

Shares 
Held. 

Oct. 

1 

IV 

Issued  from  Capital  Stock 

250 

10 

6 

1 

Albert  Brown 

50 

300 

Nov. 

1 

8 

2 

Dwyer  Gray 

100 

200 

Dec. 

1 

10 

Treasury  Stock 

50 

250 

This  account  shows  that  John  Smith  received  250  shares  of  the 
Capital  Stock,  that  Albert  Brown  transferred  50  shares  to  him,  that 
he  (Smith)  afterwards  transferred  100  shares  to  Gray,  and  that  he  sub- 
sequently acquired  50  shares  of  Treasury  Stock.  It  shows  how  much 
stock  he  subscribed  for  originally,  how  much  he  afterwards  received. 
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and  from  what  source,  and  hoAv  much  he  disposed  of,  and  to  whom; 
and  how  many  shaes  he  held  at  each  period.  As  fast  as  one  can  turn 
the  leaves  he  can  find  out  how  many  shares  each  stockholder  has, 
and  this  is  a  jjjreat  convenience  in  preparin*!;  for  elections.  When  a 
pers<m  transfers  any  of  his  stock  the  old  certificate  number  is  checked 
off,  and  the  new  one  for  the  re-issue  is  inserted  opposite  the  transfer. 
For  example.  Smith  transfers  part  of  Certificate  No.  1  to  Gray,  Gray 
receives  Certificate  No.  7  for  the  part  transferred  to  him,  and  Smith 
receives  Certificate  No.  8  for  the  balance  of  Certificate  No.  1  re-issued  to 
him.  The  certificates  checked  off  are  cancelled  and  those  not 
checked  are  the  ones  he  holds,  which  should  agree  with  the  aggregate 
number  of  shares  shown  in  the  "Balance"  column. 

181.  By  this  last  named  method  the  Journal  is  dispensed  with  as 
being  wholly  unnecessary,  the  stock  account  showing  in  detail  the 
names  of  all  subscribers,  with  the  number  of  sliares  and  cei-tificates  of 
each.  The  correctness  of  this  can  be  ju'oved  at  any  time  by  checking  it 
against  the  stubs  of  the  certificate.  Instead  of  the  Journal,  a  Trans- 
fer Book  is  used  for  the  purpose  of  recording  transfers  of  stock.  It 
is  sometimes  calle<l  a  Transfer  Journal.  We  will  here  illustrate  the 
form: 


181  (7  CEKTIFICATE  OF  TKANSFEK. 

Transfer  Number .for Shares  Traiisf erred  by Folio. 

Transferred  to Folio. 


Certificate  Number Re-issue  Number 

For  value  received hereby  assign  and  transfer  unto 

all right,  title  and  interest  in Shares  of  the  Capital  Stock 

of  the  Gold  and  Silver  Ratio  A\inlng  Co.,  noic  standing  on  its  books  in name. 


By 

Attorney. 


Dated  this day  of. 


—  6S  — 

182.  The  manner  of  making  the  transfer  is  as  follows:  The  stock- 
holder appears  at  the  ofiaee  of  the  company  either  in  person  or  by  attor- 
ney, and  having  previously  endorsed  his  certificate,  he  fills  in  a  transfer 
blank  transferring  his  stock,  or  a  portion  of  it  as  the  case  may  be. 
These  transfer  blanks  are  two,  three  or  four  on  a  page,  and  are  num- 
bered consecutively,  they  giving  the  number  of  the  certificate  trans- 
ferred, and  the  number  of  the  one  issued  in  its  stead,  they  also  give  the 
number  of  the  pages  on  which  the  surrender  and  re-issue  entries  are 
made,  and  in  this  way  serve  as  an  index  to  the  accounts.  From  this 
book  all  the  transfers  are  posted,  the  parties  surrendering  their  stock 
being  credited,  and  the  parties  receiving  it  being  debited  for  the  num- 
ber of  shares.  Another  way  is  to  have  a  Stock  Ledger  ''folio  column" 
in  this  book  and  opposite  the  names  of  the  transferrer  and  the  trans- 
feree give  the  pages  of  the  Stock  Ledger  to  which  the  entries  are  made. 
Sometimes  several  certificates  are  transferred  for  which  only  one  is  re- 
issued, or  several  may  be  re-issued  for  only  one  transferred;  to  meet 
this  emergency  space  can  be  left  on  the  transfer  blank  opposite  the 
certificate  number  and  the  re-issue  number,  or  brackets  may  be  inserted, 
or  the  form  may  be  modified  by  the  use  of  a  stub  prepared  especially 
for  recording  this  data.  As  soon  as  a  certificate  is  surrendered  the 
word  "cancelled"  should  be  stamped  on  the  face  of  it,  and  the  certificate 
pasted  back  on  its  own  stub  in  the  Certificate  Book.  If  anybody  ever 
raises  a  question  about  the  transfer  of  stock,  a  look  at  their  account 
will  give  the  number  of  the  transfer,  and  as  these  are  recorded  con- 
secutively in  the  Transfer  Book  it  can  be  located  in  shorter  time  than 
it  takes  to  write  this;  if  the  Transfer  Book  shows  that  it  was  signed  by 
somebody  as  attorney,  his  authority  for  so  doing  can  be  obtained  by 
turning  to  the  cancelled  certificate,  the  number  of  which  is  here  given, 
and  which  is  pasted  on  its  own  stub.  The  endorsement  on  the  certifi- 
cate will  show  that  the  transferrer  has  appointed  as  his  attorney  to 
make  the  transfer,  the  person  who  has  signed  the  Transfer  Book  as  his 
attorney. 

.  183.  For  those  who  prefer  to  have  money  columns  in  the  Stock 
Ledger  I  have  designed  a  form  which  1  think  should  gratify  their 
wishes  and  at  the  same  time  have  the  advantages  which  Form  No.  4 
possesses. 
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*S7o(7i-  Ledf/er — Form  o: 

183  a  JOHN  SMITH. 


Date 

h 

By  Whom 
Transferred. 

ToWhom  Trans- 
ferred A  other 
Explanations. 

Folio.  ! 

DBBIT. 

CEKDIT. 

BALANCE. 

1899 

Sbs. 

Amt. 

Sbs. 

Amt. 

Bhs. 

Amt. 

Oct. 

Nov 
Dec. 

1 
10 

1 
1 

W 
6 

8 
10 

1 

2 

Capital  Stock 
Albert  Brown 

Treas'y  Stock 

Istlnstal.  50Oo 

Transfer  to 
Dwyer  Gray 

1 

2 

C.  B. 

10 

250 
SO 

SO 

2500 
2S0 

500 

00 
00 

00 

100 

1250 
500 

00 
00 

250 
300 

2001 
250 

2500 
2750 
1500 
1000 
1500 

00 
00 
00 
00 
00 

183  h.  With  this  form,  the  stockholder  is  charged  for  the  par  value 
of  his  stock  at  the  time  of  his  subscription,  and  he  is  credited  in  the 
money  column  for  subsequent  payments.  The  "shares''  columns  show 
the  number  of  his  shares,  and  the  "money"  columns  show  the  amount 
he  has  paid  on  it,  and  the  balance  he  owes,  if  any.  If  he  transfers  any 
of  his  stock  he  is  credited  for  the  number  of  shares  transfen*ed,  and 
also  the  amount  due  on  that  number  at  the  time  of  transfer,  but,  let 
it  be  understood,  a  person  cannot  transfer  his  stock  in  a  corporation 
while  he  is  owing  the  corporation,  without  its  consent.  In  the  fore- 
going illustration  the  par  value  of  the  stock  is  placed  at  SIO  per  share 
and  Brown  transfers  50  shares  to  Smith  on  which  he  has  already  paid 
the  company  50  per  cent.  Smith  is  thereupon  debited  with  the  50  shares 
and  the  balance  still  due  on  them,  namely  |250;  this  increases  Smith's 
balance,  so  he  pays  the  first  installment  of  r)0  per  cent  on  his  certifi- 
cate No.  1.  Later  he  transfers  100  shares  of  this  certificate  to  Gray, 
when  he  is  credited  for  the  aO  shares  he  transfers  and  the  balance  he 
owed  the  company  on  iliciii  at  the  time  of  transfer,  namely  50  per  cent 
or  |!12."i0.  The  party  to  whom  he  has  transferred  the  shares  is  debited 
with  the  number  of  shares  and  the  balance  due  the  company  on  them, 
namely  $!li!.")().  \\'1i(mi  ilic  stock  is  all  ])ai(l  for  the  money  ci^lumiis  will 
balance  and  then  the  Ledger  is  kept  same  as  Form  No.  4.  In  case 
assessments  are  levied  at  some  subsequent  time,  the  money  columns 
may,  if  desired,  be  again  called  into  requisition.  For  explanation  see 
paragraphs  282  and  following. 
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General  Books  of  Stock  Companies. 

184,  The  general  books  of  a  stock  company  are  the  same  as  the 
general  books  of  a  firm  or  partnership.  The  auxilliary  books  differ  ac- 
cording to  the  nature  of  the  business,  but  there  are  modern  and  ancient 
books  in  accounting  same  as  in  literature,  and  there  are  modern  and 
ancient  methods  of  keeping  them  too.  Direct  posting  and  the  use  of 
columnar  Cash  Books  and  Journals  were  unknown  some  years  ago,  now 
they  are  used  by  every  modern  book-keeper.  Formerly  everything  was 
journalized,  even  the  cash,  now  only  a  moss-back  would  journalize  his 
cash;  and  the  up-to-date  book-keeper  makes  all  his  postings  from  books 
of  original  entry,  whether  they  be  Sales  Books,  Blotters,  Invoice  Books, 
Journals  or  Cash  Books,  The  object  is  to  economize  time  in  his  work 
and  space  in  his  books,  and  to  avoid  the  wholly  unnecessary  trouble 
of  writing  and  explaining  things  twice.  In  some  of  the  very  large 
houses  where  a  great  many  checks  are  drawn,  they  post  direct  from 
the  check  book,  and  in  others  where  the  number  of  bills  Receivable 
and  Bills  Payable  is  many,  these  accounts  are  taken  out  of  the  Ledger 
altogether  and  kept  in  the  Bill  Books,  just  the  same  as  the  cash  is  kept 
in  the  Cash  Book.  Goodwin's  Bill  Book  is  arranged  for  this  purpose, 
and  it  is  the  best  Bill  Book  obtainable.  In  this  Avay  the  Journal  is 
but  little  used,  comparatively,  and  the  explanation  column  in  the 
Ledger  is  narrow  and  but  seldom  used.  The  Ledger  gives  the  folio  of 
the  book  from  which  the  posting  is  made,  and  if  any  explanation  of 
the  entry  is  required  it  is  only  necessary  to  turn  to  the  page  of  the  book 
of  original  entry  to  find  the  full  and  complete  particulars.  Besides 
saving  time,  this  method  also  renders  the  book-keeper  less  liable  to 
make  mistakes,  and  makes  the  work  of  locating  and  correcting  errors 
but  half  as  laborious,  since  he  has  but  half  as  much  work  to  go  over. 
For  example,  under  the  old  way  he  would  make  his  first  entry  in  the 
Sales  Book,  then  he  would  Journalize  it,  and  then  he  would  post  it  to 
the  Ledger,  and  j)erhaps  make  another  explanation  of  it.  The  reader 
can  see  what  a  waste  of  time  this  is,  and  that  nothing  is  rally  gained 
by  it.  Again  if  he  sold  a  bill  of  merchandise  for  cash,  the  "old  school" 
book-keeper  w^ould  make  an  entry  like  this  in  his  Journal: 

Cash Dr     | 

To  Merchandise I 
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And  then  he  would  debit  cash  and  credit  merchandise,  and  tell 
you  that  was  the  only  way  to  make  a  double  entry,  or  he  would  make 
two  entries  like  the  following: 

John  Jones  Dr    | 

To  Merchandise | 

Debitinj;  Jones  and  crediting;  Merchandise,  and  then  a  second 
entry : 

Cash Dr     ^ 

Jo  John  Jones ? 

And  debit  cash  and  credit  John  Jones. 

The  modern  book-keeper  would  make  the  following  entry  in  his 
Cash  Book  for  a  cash  sale: 

185.     DK.  CASH  BOOK. 


Date. 
1899 

o 

£ 

Names. 

Explanation. 

!  Misscella'8 
I    Credits. 

Merchan'se 
Credits. 

Totals. 

Oct. 

1 

V 

Mdse. 

Sold  John  Jones  for  cash 

1 

100 

00 

18H.  ^lerchaudise  column  is  headed  Merchandise  Credit  for  the 
reason  that  the  amounts  in  this  column  are  credited  to  Merchandise 
account,  but  the  items  are  not  credited  separately,  instead,  they  are 
carried  along  in  this  column  till  the  end  of  the  month  when  Merchan- 
dise is  credited  in  one  entry  for  the  total  cash  sales,  this  saves  perhaps 
hundreds  of  entries  and  keeps  the  Merchandise  account  in  the  Ledger 
from  <)((U])ying  half  the  Ledger,  and  what  is  tnn^  of  this  column  is  true 
of  all  extra  coliiinns  in  tlic  Cash  liook  and  Journal.  These  books  may 
contain  as  many  columns  <m  debit  and  credit  sides  respectively  as  there 
are  accounts  of  resource  or  revenue,  antl  accounts  of  exiKMise.  or  they 
may  contain  extra  columns  for  every  department  of  a  business,  or  they 
nmy  contain  a  column  for  each  Ledger  where  more  than  one  Ledger 
is  used.  Their  use  is  almost  unlimite<l  and  I  have  used  as  many  as  ten 
on  a  si<lc  without  experiencing  the  least  inconvenience.     In  this  way 


thousands  of  postings  are  saved  every  month  in  a  moderately  large 
business,  and  if  it  becomes  necessary  to  check  one's  postings,  in  order 
to  locate  some  error  in  the  Trial  Balance,  the  saving  of  physical  and 
mental  exertion  becomes  obvious  even  to  the  very  blind. 

186  a.  The  old  style  of  Journal  has  gone  out  of  date,  with  its  debit 
and  credit  columns  on  the  same  side.  The  modern  style  of  Journal 
here  illustrated  has  debit  columns  on  the  left  side  of  the  page,  and 
credit  columns  on  the  rio'ht  side. 


18' 


DR 


JOURNAL. 


CR. 


Mdse. 
Debits. 


Miscell. 
Debits. 


Explanation. 


Miscell. 
Credits. 


Mdse. 
Credits. 


This  form  not  only  admits  of  carrying  extra  columns  on  each  side, 
but  it  is  economy  in  book  space,  as  a  complete  entry  can  be  made  on 
one  line  instead  of  two,  and  it  lessens  the  danger  of  posting  to  the 
wrong  side  of  an  account,  since  all  items  on  the  left  or  debit  side,  are 
posted  to  the  debit  side  of  accounts  in  the  Ledger,  and  all  on  the  credit 
side  to  the  credit  of  accounts  in  the  Ledger.  The  extra  columns  are  of 
course  posted  only  once  a  month. 

188,  There  are  many  forms  of  Ledger  rulings  such  as  reverse, 
double  reverse,  horizontal  and  balance  ledgers.  Space  will  not  permit 
a  description  of  all  of  them,  so  I  will  describe  only  one,  the  Balance 
Ledger. 

188  a.  BALANCE  LEDGER. 

JOHN   SMITH.  JOHN  JONES. 


Date. 

Explanation. 

6 

i 

Debit. 

Credit. 

1 

Bal. 

Date.      Explanation. 

1 

Debit. 

Credit. 

Bal. 

Oct. 

1 

J 1 

10 

00 

10 

00 

Oct 

1'  Note  No.  7 

Jl 

100 

00 

100 

00 

Nov. 

10 

C5 

5 

00 

5 

00 
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This  is  llic  most  tM-oiioinical  of  all  ledgers.  'l'w(»  accounts  arc  kept 
ou  a  i>a<ie  and  there  is  only  one  date  cohinui  for  both  debit  and  credit 
sides;  this  maizes  the  debit  and  credit  entries  follow  each  other,  and 
in  this  way  every  inch  of  space  is  used.  Where  the  Balance  c<dumu 
is  used  to  show  the  balance  at  every  entry,  considerable  time  is  lost  in 
]M)stin.u,  but,  the  adniiiers  of  this  style  of  ledj^er  claim  that  the  time 
saved  in  taking-  off  the  Trial  Balance,  more  than  makes  up  for  the  time 
lost  in  ])ostin<i,-;  besides  the  proprietor  or  mana«»;er  can  see  the  standing 
of  any  acc(tunt  at  a  ulance,  without  haviui;-  to  wait  to  figure  it  up. 

18;j.  A  ledger,  however  perfect,  is  at  best  only  part  of  a  system, 
a  mere  idea  in  the  manufacture  and  use  of  a  book.  When  it  comes  to 
a  system  of  accounting  there  is  but  one  absolutely  perfect  system,  and 
that  is  "The  Safeguard  System  of  Accounts.-'  It  does  away  with  the 
Trial  lialance,  the  bane  of  every  book-keeper's  life,  and  proves  his  work 
more  cori'ectly  than  any  Trial  Balance  could.  Tf  you  make  two  err(»rs 
in  your  books,  one  offsetting  the  other,  your  Trial  Balance  will  not  be 
affected,  but  the  Safeguard  System  will  discover  them  and  tell  you  in 
what  part  of  your  work  the  errors  have  been  made.  It  proves  addi- 
tions, subtractions  and  extensions,  proves  postings,  proves  the  debit 
and  credit  side  of  each  book  separately,  in  fact  nothing  escapes  it  in  its 
completeness,  and  Mhen  you  have  closed  your  books  for  the  month  you 
know  for  a  certainty  that  they  are  correct.  I  have  put  this  system  to 
the  severest  test  by  working  a  ledger  outside  of  the  system  into  the 
system,  and  proving  it  independent  of  the  system,  and  jointly  with  it. 
This  is  doing  more  with  the  system  that  its  originators  ever  claimed 
for  it.  and  slmws  it  fiexibility  and  its  ada])tability  to  any  business. 

190.  I  will  now  ojK'U  the  books  for  the  mining  company  incor- 
porated in  the  beginning  of  this  book,  and  1  will  use  the  style  of  ac- 
count books  which  have  just  been  illustrated,  but  before  doing  so,  I  will 
make  a  few  general  remarks  ou  the  opening  of  the  books. 

11)1,  Some  acc(Hintants  aver  that  the  Capital  Stock  account  in  the 
(leneral  Ledger  should  be  credited  with  oidy  the  paid-up  capital  of  the 
company;  others  state,  with  e<iual  ]>ositivencs^,  that  it  should  be 
credited  with  just  the  Subscribe<l  ('ai)ital  of  the  com})any.  and  a  third 
class  assure  us,  that  the  correct  way  is  to  credit  the  Capital  Stock  ac- 
count at  onci-  with  the  Autli.»i-ized  Cajtital.     Now  these  statements  are 
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all  too  dogmatic.  Circumstauces  connected  with  the  organization  of 
a  company  and  the  manner  of  selling  or  disposing  of  its  stock,  must 
determine  in  individual  cases  which  plan  is  the  more  practical.  If  the 
organizers  of  a  company  take  up,  or  otherwise  dispose  of  all  the  stock 
they  wish  to  place  at  the  time  of  organization,  and  they  pay  for  it  in 
cash  or  other  exchange  of  value,  the  first  method  is  undoubtedly  the 
best.  If,  on  the  other  hand,  they  subscribe  for  a  greater  amount  of 
stock  than  they  pay  for,  it  will  be  found  more  convenient  to  credit  the 
Capital  Stock  at  once  for  the  Subscribed  Capital.  To  find  the  Paid-up 
Capital,  it  is  only  necessary  to  find  the  amount  due  on  subscription  and 
subtract  it  from  the  Subscribed  Capital.  If  a  certain  amount  of  the 
Capital  Stock  is  subscribed  for,  and  the  balance  is  placed  in  the  treas- 
ury, or  in  the  hands  of  trustees  to  be  sold,  it  will  be  found  necessary  to 
credit  Capital  Stock  with  the  full  capital,  since  the  amount  not  already 
subscribed  for,  is  converted  into  Treasury  Stock,  and  there  are  no  fur- 
ther entries  to  be  made  to  the  Capital  Stock  account,  unless  the  stock 
is  either  increased  or  decreased. 

192.  When  stock  is  sold  on  the  installment  plan  there  are  various 
ways  of  entering  the  sale,  and  the  payments  on  the  books  of  the  com- 
pany. One  way  is,  where  the  number  of  stockholders  is  limited,  and 
the  number  of  installments  few,  to  open  a  Subscription  Account  and 
write  the  names  of  each  subscriber  thereon,  debiting  him  with  the 
amount  of  his  subscription,  and  leaving  as  many  blank  lines  opposite 
his  name  as  there  are  installments  to  be  paid,  and  then  credit  Capital 
Stock  with  the  full  subscription.  As  the  installments  are  paid,  credit 
Subscription  Account — each  subscriber  opposite  his  name.  When 
they  are  all  paid.  Subscription  Account  will  balance ,  and  the  Sub- 
scribed Capital  will  be  the  actual  capital  of  the  company. 

193.  Another  way  is  to  open  Installment  Accounts  for  each  in- 
stallment, and  designate  them  by  number.  Just  before  an  installment 
falls  due,  open  one  of  these  accounts,  charge  it  with  the  amount  of  the 
installment  and  credit  Capital  Stock,  then  as  the  installments  are  paid 
credit  it;  the  balance  on  any  one  of  these  accounts  will  show  the 
amount  still  due  on  a  particular  installment.  Sometimes  installment 
scrip  is  issued  for  these  installments,  and  an  Installment  Book  is  kept 
of  which  the  following-  is  an  illustration: 


194.  INSTALLMENT  BOOK. 

Installment  No.  1  of  10  per  cent,  due  Oct.  1,  1889.     Payable  Oct.   1  to  30. 


Folio. 


Names  of  Subscribers. 


No. 

Shares. 

Amouni 
Installm'nt 

When  Paid 

Amt.  Paid. 

Tou 

1 
1 

100 

100 

00 

Oct. 

1 

100 

00 

i 

SO 

50 

00 

" 

50 

00 

ISO 

00 

50 

50 

00 

2 

John  Smith 

Paul  Jones 
Albert  Brown 

This  form  explains  itself;  the  amount  in  the  "Total"  column  is 
entered  in  the  ('ash  Book  each  night,  until  it  is  all  paid,  and  from 
thence  posted  to  the  credit  of  the  Installment  Account.  The  Install- 
ment Account  shows  the  amount  due  at  any  time  on  installments,  and 
the  Installment  Book  gives  the  names  of  those  who  are  owing.  The 
"Folio"  column  is  only  used  where  the  method  of  crediting  each  stock- 
holder on  his  account  in  the  Stock  Ledgor  for  the  amount  he  pays  on 
his  stock,  is  adopted. 

105.  Still  another  way  is.  where  the  number  of  installments  is 
many,  say  from  ten  to  twenty,  and  they  are  due  on  the  first  of  every 
month,  and  payable  any  time  within  the  month,  with  a  i)ossible  exten- 
sion of  time,  and  the  payments  are  coming  in  every  day,  the  most  prac- 
tical way  is  to  open  an  account  with  each  stockholder,  debit  him  for  tiie 
amount  of  his  subscribtion,  and  credit  Capital  Stock  in  one  entry  f<»r 
the  aggregate.  He  then  becomes  the  company's  debtor  and  his  ac- 
count is  cre<lite(l  for  payments  the  same  as  any  other  pei-sonal  account. 

19(>.  Some  object  to  this  iiietliod  and  say,  tluit  there  should  be 
no  account  in  the  (Jeneral  Ledger  with  stockholders,  but  that  such  ac- 
counts should  be  in  the  Stock  Ledger,  and  the  Stock  Ledger  only.  We 
fail  to  see  any  good  argument  in  this.  The  stockholder  is  the  com- 
pany's debtor  in  the  amount  of  his  uni)aid  subscription,  and  this 
ainuiiut  being  collectible  at  law  it  becomes  an  asset  «>f  the  company, 
and  ]»n>])erly  belongs  in  oni'  shape  or  another  on  the  general  books  of 
the  company.  Whether  this  amount  stands  on  the  books  of  the  com- 
pany as  Subscription  Account,  Installment  Accounts  or  as  so  many 
personal  accounts  it  makes  no  difference  in  law.  ami  no  difference  as 
far  as  correct  accounting  is  concerned;  it  is  simply  a  matter  of  ])ractir- 
ability  and  convenience. 

197.     Here,    however,    arises    a    new    question,     ^^'ilen    Treasury 


stock  is  debited,  it  has  to  stand  on  the  books  of  the  company  as  an 
asset,  and  some  accountants  contend  that  as  nothing  of  value  has  been 
received  for  it,  that  it  is  not  properly  speaking  an  asset.  Others  con- 
tend that  the  charter  of  the  company  gives  a  value  to  its  stock. 
Neither  of  these  contentions  is  true.  Treasury  Stock  has  a  latent  value 
in  it,  which  becomes  active  or  real  whenever  there  is  a  demand  for  it. 
It  has  at  all  times  a  contingent  value  when  a  company'  is  solvent,  the 
contingency  being:  Is  there  a  market  for  it?  and  what  will  it  sell  for? 
An  asset  is  something  that  possesses  value  or  that  can  be  exchanged 
for  money  or  some  other  value.  Now  if  a  company  is  paying  dividends 
and  shows  signs  of  prosperity,  its  stock  can  be  easily  sold,  and  so  it  is 
a  valuable  asset,  its  real  value  depending  not  upon  its  face,  but  on 
what  it  will  really  sell  for.  The  charter  of  the  company  only  author- 
izes the  company  to  sell  so  many  shares  of  stock  at  a  certain  nominal 
value,  but  it  does  not  give  these  shares  an  active  or  real  value,  that 
value  must  be  originally  based  on  the  property  of  the  company  against 
which  the  shares  are  issued,  and  subsequently  on  the  property  and  i)ros- 
pects  of  the  company.  Neither  the  Capital  Stock,  or  Treasury  Stock, 
are  ever  appraised  or  inventoried,  they  stand  on  the  books  at  their  nom- 
inal value,  and  the  respective  accounts  are  credited  for  sales  at  their 
nominal  value  whether  the  stock  sells  at  a  premium  or  at  discount. 
In  making  out  an  annual,  or  other  periodical  statement,  the  amount  of 
the  Treasury  Stock  can  be  left  out  of  the  list  of  assets,  and  an  equi- 
valent amount  taken  off  the  Capital  Stock  as  a  liability,  if  it  is  desired, 
but  as  far  as  accounting  is  concerned  it  does  not  matter  which  is  done, 
however  a  statement  taken  from  the  books,  should  show  exactly  how 
the  accounts  stand  on  the  books.  Some  few  accountants  do  not  take 
the  amount  of  the  paid-up  capital  into  the  statement  as  a  liability,  but 
add  it  to  the  surplus  and  call  the  sum  the  "Present  Worth"  of  the  com- 
pany. This  method  is  wTong,  as  it  is  very  apt  to  mislead,  and  by  it  the 
company  might  be  made  to  show  that  it  was  worth  a  certain  sum,  when 
it  was  really  insolvent,  as  it  is  Avhen  its  capital  is  impaired. 

BOOKS  TO  BE  USED  AND  ACCOUNTS  TO  BE  OPENED  FOR 

CAERYING  ON  THE  BUSINESS  OF  "THE  GOLD  AND 

SILVER  RATIO  MINING  COMPANY." 

198.     In  every  well  regulated  business  of  goodly  proportions  there 
are  two  Journals,  and  two  I^edgers,  namely,  a  Sales  Journal,  and  Pur- 


chase  Journal,  and  a  Sales  Ledjjier.  aud  Purchase  Ledger.  The  first 
set  contains  all  the  sales,  and  the  second  set  all  the  purchases.  Some- 
times one  book-keeper  keeps  the  Sales  Ledger,  and  another  the  Pur- 
chase Ledger,  and  they  each  have  their  own  Journal,  and  never  inter- 
fere with  each  other  in  posting.  Where  one  keeps  both  Ledgers  it  is 
equally  convenient  for  posting  purposes;  and  where  the  business  is  not 
large  enough  to  justify  the  use  of  two  sets,  the  Journal  aud  Ledger  can 
be  divided  into  two,  by  keeping  all  the  sales  in  the  beginning  of  the 
books,  and  all  tlie  purchases  in  the  back  of  them.  A  good  idea  is  to 
keep  a  Private  Ledger  for  all  the  Private  and  Kepresentative  Accounts 
of  the  company.  This  is  kept  by  the  head  book-keeper,  and  he  is  the 
only  one,  outside  the  proprietors  or  manager,  who  has  any  knowledge 
of  the  private  affairs  of  the  company.  This  liedger  contains  its  own 
Index  and  Journal,  and  carries  accounts  with  the  other  Ledgers  as  if 
they  were  indivduals;  and  in  this  way  is  an  epitome  of  the  entire  busi- 
ness of  the  company.  Some  enterprising  firms,  notably  the  Safeguard 
Account  Company,  are  now  making  these  ledgers  with  a  spring  lock 
to  them,  so  that  the^^  are  accessible  only  to  the  man  who  carries  the  key. 

In  the  set  which  follows,  the  only  object  aimed  at,  is  to  show  the 
working  of  the  books,  and  the  liaudliug  of  some  of  the  accounts.  In 
the  ordinary  course  of  business  many  more  accounts  would  be  carried, 
which  are  omitted  for  sake  of  brevity.  The  manner  of  closing  Resource 
aud  Expense,  and  Property  Accounts,  can  be  illustrated  as  well  with 
a  few,  as  with  a  great  number.  Have  purposely  openeil  accounts  with 
the  stockholders,  to  show  that  it  is  practical  to  do  so,  and  to  show  that 
there  is  no  harm  done  by  doing  so,  under  the  circumstances.  In 
asmuch  as  they  will  soon  be  closed,  and  they  will  never  appear  on  any 
but  the  first  Ledger. 

DESCRIPTIOX  OF  THE  CASH  BOOK. 

109.  The  coni])any  in  this  case  derives  revenue  from  Three 
sources,  the  stockholder,  the  niill  customers  and  the  Mine  itself.  The 
product  of  the  mine  is  called  bullion  when  it  has  reached  that  stage 
in  the  process  of  reduction  that  tits  it  for  shipment  to  the  Mint.  The 
Mint  coins  it,  making  a  slight  chai'ge  therefor,  which  is  calletl  '-Mint 
Charges."  An  entry  is  then  made  in  the  Cash  Book  for  the  amount 
realized,  and  the  Bullion  Account  is  crtxlited  at  the  end  of  the  month 
for  the  luoHih's  "( 'leMiMijt.'"     All  oilier  items  on  this  side  are  posteil 


from  day  to  day.  The  extra  columns  on  the  credit  side  are  only  posted 
once  a  month,  and  the  miscellaneous  column  from  day  to  day.  The 
Cash  Book  is  closed  every  month  as  illustrated. 

EXPLANATION  OF  THE  JOURNAL. 

200.  The  first  part  of  the  Journal  is  used  for  entering  the  sales 
of  stock,  after  that  it  is  used  as  a  General  Journal.  The  extra  columns 
for  Capital  Stock  and  Treasury  Stock  are  to  prevent  too  frequent  post- 
ing to  these  accounts.  Have  used  these  columns  in  the  way  I  have, 
for  the  purpose  of  showing  their  utility.  Ordinarily  only  the  total  of 
each  days  sales  would  be  extended  into  the  credit  column  of  Capital 
Stock,  In  the  Purchase  Journal,  individual  accounts  are  credited  in 
the  Miscellaneous  Credit  column,  and  Machinery  and  Tools,  and  Stores 
and  Supplies  debited  in  their  respective  columns.  For  rebates  or  re- 
turns the  individual  would  be  debited  in  the  Miscellaneous  column,  and 
the  other  accounts  credited  in  their  resepective  columns.  The  total 
debits  and  credits  of  the  extra  columns  are  posted  at  the  end  of  the 
month. 

CLOSING  ENTRIES  IN  THE  JOURNAL. 

201.  It  will  be  observed  that  in  the  closing  entries  I  have  opened 
some  new  accounts.  The  reason  for  doing  so  is  that  all  the  assets 
and  liabilities  of  the  company  should  appear  on  the  books  at  the  time 
of  closing,  otherwise  the  books  do  not  show  the  true  standing  of  the 
business.  The  Bullion  account  is  credited  for  only  the  Mint  returns, 
but  at  the  time  of  closing  the  books,  there  is  a  certain  amount  of  ore 
in  that  state  of  reduction  known  as  ''Amalgam."  This  has  an  intrinsic 
value,  and  is  a  part  of  the  assets  of  the  company.  It  is  therefore  ap- 
praised, and  its  value  placed  on  the  books  in  the  manner  shown.  It  is 
credited  to  Loss  and  Gain  for  the  reason  that  it  is  a  part  of  the  com- 
pany's gain,  same  as  Bullion.  The  next  year,  or  the  next  time  of  clos- 
ing the  books,  this  Journal  entry  is  not  necessary.  The  amalgam  ac- 
count is  carried  on  the  books  as  an  asset  until  the  next  time  of  closing, 
when  the  amalgam  is  again  appraised,  and  its  appraised  value  written 
on  the  Amalgam  account  as  ''Inventory,"  the  difference  between  the 
two  sides  of  this  account  after  the  entry,  is  carried  to  the  dJebit  or 
credit  side  of  the  Loss  and  Gain  account  according  as  it  is  greater  or 
less  and  then  the  account  is  closed  and  the  "Inventory"  value  carried 
down.     The  followina  is  an  illustration: 


202. 
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AMALGAM  ACCOUNT. 


1899 
Dec. 

1900 
Dec. 

31 

To  Inventory 
"  Loss  &  Gain 

To  Inventory 

J  1 

1,000 
500 

00 
00 

1900 
Dec. 

31 

By  Inventory 

/ 

1 

i,soo:oo 

1,500 

00 

l,50o'oO 

Dec. 

31 

v' 

l,500j00 

1 

count  of  $o()0  over  last  year,  and  that  j>aiu  is  taken  to  Loss  and  flain. 
and  the  inventory  carrie<l  (h»wu  on  the  debit  side  of  the  account. 


2(K3.  We  owe  hibor  at  the  time  of  closiuii',  for  say  the  December 
pay  roll,  and  as  it  is  one  of  the  company's  obli.iiations,  it  must  appear 
on  the  bo<d<s  as  a  liability.  We  therefore  debit  Loss  and  Gain  account 
for  the  amount,  for  the  reason  that  our  apparent  gain  is  that  much  less, 
and  we  open  a  new  account  which  we  call  "Due  Labor.''  It  miiiht 
be  better  to  <lebit  Expense  Labor  account  for  the  amount,  so  that  this 
account  mijiiht  show  the  entire  cost  of  labor,  and  afterwards  close  this 
account  into  Loss  and  Gain  account.  In  the  first  case  the  Due  Labor  ac- 
count stands  on  the  company's  books  as  a  liability  until  the  next  time 
of  closinu,-  when  it  is  treated  in  a  manner  similar  to  the  Amaliram  ac- 
<-ount.  In  the  latter  case  it  is  debited  for  the  December  i>a.\  roll  when 
it  is  paid,  and  the  account  closed. 

DUE  LABOK. 


1900 
Dec. 


I 
31  To  Inventory  (red  ink) 

Loss  &  Gain      " 


v' 

1 

500  00 

50000 

1,000  00 

1899 
Dec.  i  31 

1 

1 

' 

1900  1 
Dec.     31 

Dec.  Pay  Roll 


By  Inventory 


J  1 


1,000  00 


1,000  00 


500  00 


This  account  shows  that  we  owe  §.">00  less  for  labor,  consequently 
we  have  gained  JjoOO  on  this  account,  which  we  credit  to  Loss  and  Gain 
account,  and  we  bring  down  the  •Inventory"  on  the  credit  side  for  the 
amount  we  still  owe  labor. 

AH  accounts  of  a  similar  nature  to  the  foregoing  accounts  are 
treated  in  u  similar  manner.     If  it  was  an  oil  business  in.stead  of  a  min- 
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ing  business  we  would  have  an  "Oil  Account,"  to  which  we  would 
credit  the  sales  of  oil,  and  we  would  have  a  '^Production  Account"  to 
represent  the  amount  of  oil  produced  and  remaining  unsold;  this  ac- 
count I  would  treat  exactly  as  the  Amalgam  account  is  treated,  and 
so  with  any  business  where  the  principal  source  of  revenue  was  pro- 
duced, and  not  purchased  to  be  sold  again  at  a  profit,  such  as  a  mer- 
chandise business. 

204.  It  is  not  necessary  that  the  closing  entries  be  made  in  the 
Journal,  but  it  is  considered  by  competent  accountants  to  be  the  best 
and  most  fitting  way  to  close  the  books. 

EXPLANATION  OF  TUE  LEDGER. 

205.  Some  account  or  accounts  have  to  be  opened  in  the  Ledger 
to  represent  the  property  owned  by  the  company.  In  this  case  the 
only  property  the  company  has  at  the  outset  is  a  mine.  This  mine  was 
owned  by  some  of  the  promoters  of  the  company,  who  assigned  their 
title  and  interest  therein  to  the  company  at  the  time  of  its  organiza- 
tion, the  consideration  being  a  certain  number  of  shares  of  the  paid-up 
stock  of  the  company.  The  account  to  be  debited  in  this  instance  is  a 
"Mine"  account,  which  is  debited  for  the  par  value  of  the  stock  issued 
for  it;  and  the  assignors  are  credited  for  a  corresponding  amount.  Then 
the  promoters  are  debited  for  the  stock  issued  to  them,  which  balances 
their  accounts,  and  Capital  Stock  is  credited.  It  goes  without  saying 
that  the  promoters  reserve  enough  stock  for  themselves  to  compensate 
them  for  the  property  they  turn  over  to  the  new  company.  An  account 
is  then  opened  for  Machinery  and  Tools,  which  is  debited  for  all  the 
machinery  and  tools  purchased  by  the  company,  or  a  "Plant"  account 
is  open  which  is  debited  for  machinery,  tools,  lumber,  buildings, 
horses,  wagons,  etc.  An  account  is  also  opened  for  stores  and  sup- 
plies which  is  charged  for  powder,  fuse,  caps,  candles,  oils,  mercury, 
quicksilver,  fuel,  etc.,  etc.  The  expense  account  can  be  subdivided  as 
fine  as  one  pleases,  or  it  may  be  all  kept  under  one  general  head — 
"Expense,"  but  this  general  term,  like  charity,  covers  a  multitude  of 
defects  some  times,  and  it  is  more  satisfactory  to  know  how  much  was 
expended  under  the  different  heads.  In  this  way  the  stockholders  are 
better  informed  of  the  internal  affairs  of  the  company,  and  it  affords 
them,  as  well  as  the  directors,  an  opportunity  of  demanding  retrench- 
ments in  certain  directions. 


I 
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CLOSilXCr  THE  LEDCJEIJ. 

20G.  Before  the  ^'Machiuery  and  Tools,"  or  Phmt  account  is  closed, 
it  is  first  inventoried,  a  cei-tain  amount  beiu;^  written  off  to  Loss  and 
Ciain  for  wear  and  tear.  The  amount  it  is  inventoried  for  is  written 
on  the  credit  side  in  red  ink,  and  the  difference  between  the  two  sides 
is  written  "'Loss  and  Gain,"  immediately  under  it,  also  in  red  ink. 
Loss  and  Gain  is  then  debited  for  this  difTerence,  an<l  then  the  inven- 
tory is  brought  down  on  the  debit  side  of  the  account. 

207.  The  Stores  and  Supplies  is  also  inventoried.  Whatever  sup- 
plies are  on  hand  are  valued,  aud  the  amount  written  on  the  account 
as  "Inventory,"  and  the  account  is  then  treated  in  the  same  manner  as 
the  foregoing  account. 

208.  If  any  account  of  expense  has  anything  of  value  remaining 
in  it,  it  is  also  inventoried  and  closed  same  as  the  Stores  and  Supplies 
account,  for  example,  fuel  account,  if  a  separate  account  is  kept  for  it. 
Some  of  the  large  houses  inventory  Insurance  Account  and  Taxes  Ac- 
count, for  the  amount  of  insurance  and  taxes  which  they  have  paid 
ahead.  These  accounts  are  inventoried  by  writing  the  amount  of  the 
unexi)ired  insurance  and  unexpired  taxes  on  the  credit  side,  and  then 
carrying  the  difference  between  the  two  sides  to  Loss  and  Gain  and 
bringing  down  the  amount  of  the  inventory  on  the  debit  side  as  a  re- 
source. This  is  really  the  correct  way,  as  only  the  expired  amount  is  a 
part  of  the  losses  of  that  years  business — the  same  is  true  of  ''Kent"  ac- 
count and  all  such  similar  accounts. 

200.  All  accounts  that  are  wholly  loss  are  carried  to  the  debit 
side  of  Loss  and  Gain  account,  and  all  accounts  that  are  wholly  gain 
are  carried  to  the  credit  side  of  Loss  and  Gain  account.  Loss  and 
^Jain  is  then  balanced,  and  the  balance  carried  to  Surplus  Fund,  or  to 
Surplus  and  Dividend,  or  to  whatever  accounts  the  directors  order, 
liefore  this  is  done  a  Trial  Balance  is  taken  to  make  sure  that  the 
books  are  in  balance,  before  it  is  attempteil  to  close  them,  and  after  that 
the  statement  of  Assets  and  Liabilities  is  taken  off. 
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210. 


CASH  EECEIVED. 


Oct. 


Nov. 


15 


Dec. 


25 


31 


1900 


Jan. 


William  Glass 
J.  J.  Rahill 
Geo.  Babcock 
M.  S.  Hutchison 
G.  W.  Lister 
W.  A.  Bloodgood 
J.  W.  Short 
Chester  H.  Rowell 


Names  of  Accounts. 


Balance  ou  hand 
Wm.  Glass 
J.  W.  Short 

Bullion  Account 
J.  J.  Rahill 
Geo.  Babcock 
G.  W.  Lister 
Chester  H.  Rowell 
W.  A.  Bloodg-ood 
M.  S.  Hutchison 


Bullion  Account 


Balance  on  hand 
Chester  H.  Rowell 
William  Glass 
M.  S.  Hutchison 
J.  J.  Rahill 
Bullion  Account 
G.  W.  Lister 
Geo.  Babcock 
Bullion  Account 


Bullion  Account 


Balance  on  hand 


Explanation  of  Credit. 


1st  Installment,  20  Shs. 


On  Account 

In  full  for  500  Shares 

1st  Installm't,  500  Shs. 


2d  Installment,  20  Shs 
[1st  "  Treas.  100  " 
[Prem.  on  "       Stock 

;October  clean-up 
i2d  Installment 


500  Shs. 


On  Account 
2d  Installment 


for  November 


3d  In.  500,  2d  on  100  Shs 

3d  " 

3d  " 

3d  " 

Clean-up 

3d  Installment 


Clean-up 


For  December 


Misc. 
Credits. 


20  00 
20  00 
20  00 
20,00 
20  00 
15  00 
9,000,00 
500  00 


20  00 
100  00 
400  00 


20 
20 
20 
500 
150 
20 


600 
20 
20 
20 

20 
20 


2,350 


Bullion 
Account. 


1,000 ( 


00 


1,200 

1,150 
2,350 
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CASH  PAID. 


Oct. 


Nov. 


15 


30 


Dec. 


31 


Names  of  Accounts. 


Explanation  af  Debit. 


Wm.  Glass  for  money  advanced  to  defray 

expenses  of  incorpora  tion  per  vouch,  on  file 

Trip  of  Directors  to  Mine 

Assays  10.00  Express  on  ore  samples  5.00 

Freifjht  on  Powder     C.  P.  W. 

Demerest  &  Fullen     on  acct. 

Express  on  Tools  fr  om  J.  T.  &  Co. 


2    Expense  General  for  October 
'Balance  on  hand  (red  ink) 


Pav  Roll  for  October 
Telephone  Bills 
Frt.  on  Compressor 
C.  T.  Cearley 
Fresno  Republican 
1    Calif.  Powder  Works 


Expense,  General 
"  Labor 

Balance  on  hand 


Telephone  Bills 

Assays 

Pay  Roll 

John  Taylor  &  Co. 

C.  H.  Riege 

iAttorney's  fees 


1    Expenses,  General 
1  I         "  Labor 

Balance  on  hand 


Books  &  Stationery 
Adv.  and  Printing 


for  November 


(red  ink) 


for  November 
on  acct. 
Dividend  Book 
1st  quarter 


for  December 


Ex 
General 


3500  00 


106  50 


250 


IS 


00 


00 


30  00 


106 


100 


71 


00 


Ex. 
Labor. 


500 


500 


650 


650 


00 


00 


00 


00 


3,606  50 
6,008  50 


9,615  00 


850  00 
,408  50 


8,258  50 


736  00 
9,722]50 
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211. 


SALES  AND  GENERAL  JOURNAL. 

October  1,  1899 


Treasury 
Stock. 


28,000  ( 


Capital 
Stock. 


Misc. 


25,000 
25,000 


10,000 
10,000 


1,000 


2,400 


Explanation. 


Gold  and  Silver  Ratio 
Mining  Co.,  organized 
this  day,  under  the 
laws  of  Californiawith 
a  Nominal  Capital  of 
S100,000  divided  into 
5,000  Shares  of  ?20  ea. 

Sundries  Dr. 

To  Capital  Stock 

Wm.  Glass  20  Shs 

J.  J.  Rahill  20    " 

Geo.  Babcock  20    " 

M.  S.  Hutchison  20    " 

G.  W.  Lister  20    " 

1 
William  Glass    1250  Shs. 
J.  J.  Rahill         1250 


Chester  Rowell  500 
J.  W.  Short  500 

Treasurv  Stock 

To  Capital  Stock 
Sale  of  Stock  closed 
and  balance  placed 
Treasury  as  per  reso- 
lution of  Board  of  Di 
rectors.  Minute  Book 
page  — 

15 
W.  A.  Bloodgood 

To  Custom  \Vk.  Acc 

Milling  10  tons  of  ore  @ 

1.50  per  ton. 


1  Discount  Account 
i  To  J.  \y.  Short 
10  per  cent  dis.  for  cash 


November  1,  1899 
J.  W.  Short 

To  Treasury  Stock 
Stock  Prem.  Aeet. 
Short  buys  100  Shares  of 
Treasury  Stock  at  £ 
premium  of  20  per  ct 
as  per  resolution  of 
Board  of  Directors. 
Minute  Book  page... 

10 
W.A.  Bloodgood 

To  Custom  W'kAcct 
100  tons  ore  at  1.50  per 
ton 

December  1 
Chester  Rowell 

To  Treasury  Stock 
"   Premium  Acct. 
He  buys  100  Shs.  of 
Treasury  Stock  at 
Prem.  of  20  per  cent 


Treasury  Stock  (total) 
To  Cap.  Stock  (total) 
"  TreasStock  (sold) 


Misc- 
Credits. 


Capital 
Stock. 


Treasury 
Stock. 


25,000 
25,000 


10,000 
10,000 


2,000  ( 


2,000  ( 
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211  a. 


SALES  AND  GENEKAL  JOUKNAL 

December  31,  1899 


Treasury 
Slock 


Capital 
Stock. 


Misc. 
Debits. 


165'00 
800  00 


1,880 


Explanation. 


Closing  Entries. 
Ex.  Labor  to  Due  Labor 
for  amount  due  labor 
as  pr.  Dec.  Pay  Roll 

Amalgam  Acct. 

To  Loss  and  Gain      | 

Amalgam  on  hand  peri 

Inventory  | 

Loss  and  Gain 
To  Expense,  General    | 
"   Expense,  Labor 
"   Discount  Account  | 

Bullion  Account 
Custom  Work 
Premium  Account 
To  Loss  and  Gain 


Loss  and  Gain 

To  Surplus  Fund  j    2 

Div.  Acct.  1  per  ct.     2 

For  disposition  of  net; 
gain  per  resolution  of| 
Board  of  Directors. 


Misc. 
Credits. 


277  50 
.750,00 
,000  00 


880  00 
1,000  00 


lj5T2  50_ 


Capital 
Stock. 


Treasury 
Stock. 


:i2. 


PURCHASE     JOUKNAL. 

October  1,  1S99 


Machinery 
and  Tools 

Stores  and 
Supplies. 

Misc. 
Debits . 

1 

Explanation. 

1 

Misc. 
Credits. 

Stores  and 
Supplies. 

Machinery 
and  Tools. 

50,000 

00 

1 

Mine  Acct.  to  Wm.  Glass 
J.J.Rahill 
For  their  title  and  int- 
in  Big  Luck  Mine 

1 
1 

25,000 
25,000 

s 

7,500 

01 

250 

00 

10 
Machinery  and  Tools 

To  Demerest  it  FuUen 
lOS.  Mill  per  contract 

Stores  and  Supplies 
To  Cal.  Powder  Works 
Ton  of  Giant  Powder 

1  , 

1 

7,500 
250 

00 
00 

15 

00 

18 
Machinery  and  Tools 
To  J.  Taylor  .t  Co. 
Invoice  10-l.>-99 

'\ 

15 

00 

00- 

4,000 

7,515 
260 

00 

00 
00 

1 

1 

1 

Demerest  it  Fullen 
To  Bills  Payable 
Notes  1,  2,  3  &  4.  B.  B.  1 

31 
Mach.  and  Tools  for  Oct. 
Stores  and  Sup. 

Dec.  l.\  1899 
Machinery  and  Tools 
Stores  and  Supplies 

To  John  Taylor  A  Co. 

Invoice  of  Dec.  13 

1 

1 

4,000 

00 

7.515 

250 

00 

00 

25 

00 

61.765 

00 

61.765;00    1 

175 

200 

«, 

20 

00 

1 
1 

Stores  and  Supplies 
To  Cal .  Powder  Works 
Fuse  and  Caps 

31 
Stores  and  Sup.  for  Dec. 
Mach'y  and  Tools    " 

1 

220  00 

175!00 

45 

00 

45  00 
175  00 

220'00- 
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SALES  AND  GENEKAL  LEDGER. 


1 

CAPITAL   STOCK 

_l 

J 

.  W.    SHORT 

DATE 

BK- 

DATE 

BK. 

EXPLANA- 

& 

DEBIT 

CREDIT 

BALANCE 

EXPLANA- 

4 

DEBIT 

CREDIT 

BALANCE 

1899 

TIONS 

PG. 

1899 

TIONS 

PG. 

Oct. 

31 

Sundries 

J   1 

100,000 

00 

100,000 

00 

Oct. 

10 

500  Shs. 

J    1 

10,000  00 

10,000 

00 

15 

C    1 

9.000 

00 

1,000 

00 

15 

J    1 

1,000 

00 

00 

00 

Nov. 

1 
2 

100  Shs. 
$400    ?100 

J    1 

2,400 

00 

500 

00 

2,400 
1,900 

00 
00 

31 

fre 

isury 

SI 

ock 

28,000 

00 

Oct. 

10 

500  Shs. 

c. 

H.  Rowi 

ill 

10,000 

Oct. 

J  1 

28,000 

00 

J  1 

io,ooo;oo 

00 

Dec. 

31 

J  1 

4,000 

00 

24,000 

00 

Nov. 
Dec. 

15 
15 

1 

100  Shs. 

C   1 
C   1 

J  1 

1 

2,400  00 

500 
500 

00 
00 

9,500 
9,000 
11,400 

00 
00 
00 

1 

0    1 

600 

00 

10,800 

00 

1 

20  Shs. 

Wi 

Ham  ( 

ili 

ISS 

400 

00 

Oct. 

1 

Big  L.  M. 

Wire  Acc|)u 

nt 

Oct. 

J  1 

400 

00 

J  3 

50,000 

00 

1 

C    1 

20 

00 

380 

00 

1 

50,000 

00 

1 

1250  Shs. 

J  1 

25,000 

00 

25,380 

00 

1 

J    2 

25,000 

00 

00 

Nov. 

3 

C   1 

20 

00 

360 

00 

Dec. 

1 

C   1 

20 

00 

340 

00 

1 

20  Shs. 

J. 

J.  Ra 

hi 

11 

400 

00 

Oct. 

nac 

hin 

;ry  an 

d 

Tools 

7,515 

Oct. 

J   1 

400 

00 

J  2 

7,515 

00 

00 

1 

C  1 

2C 

00 

380 

00 

Dec. 

31 

J  2 

175'00 

7,690 

00 

1 

3 

1250  Shs. 

J  1 

J    2 

25,000 

00 

25,0OC 

00 

25,380 
380 

00 
00 

Nov. 

3 

C   1 

2C 

00 

360 

00 

Dec. 

1 

C   1 

20 

00 

340 

00 

1 

20  Shs. 

Qe 

K  Bab 

i2 

Ck 

400 

00 

Oct. 

31 

Sto 

res 

and  S 

IL 

)plies 

2.50 

Oct. 

J  1 

400 

00 

J  2 

250 

00 

00 

1 

C   1 

20 

00 

880 

00 

Dec. 

31 

J  2 

45  00 

295 

00 

Nov. 

3 

C    1 

20 

00 

360 

00 

Invent'y 

137 

50 

157 

50 

Dec. 

1 

C   1 

20 

00 

340 

to 

31 

L.  and  G. 
To  Inv'v 

J  2 

157 

50 

00 
137 

00 

Dec. 

137J50 

50 

1 

5 
20  Shs. 

LJ 

\.  Hut 

ison 

400 

00 

Oct. 

15 

w 

.    A 

.  Bloo 

dl 

;ood 

15 

Oct. 

J  1 

400 

— 

00 

J  1 

15 

00 

00 

1 

C   1 

20 

00 

380 

00 

Oct. 

15 

C    1 

15 

00 

00 

Nov. 

25 

C   1 

20 

00 

360 

00 

Nov. 

10 

J  1 

150  00 

150 

00 

Dec. 

1 

C   1 

20 

00 

340 

00 

20 

C   1 

150 

00 

00 

1 

20  Shs. 

a 

W.  L 

!s 

ter 

400 

00 

Oct. 

15 

D 

SCO 

unt  A:c 

ount 

1,000 

Oct. 

J  1 

400 

00 

J.  Short 

J  1 

1,000  00 

00 

1 

C    1 

20 

00 

380 

00 

Dec. 

31 

L.  and  G. 

J  2 

1,000 

00 

00 

Nov. 

3 

C   1 

20 

00 

360 

00 

Dec. 

1 

C   1 

20 

00 

340 

00 

N.  B.— Credit  Balances  on  Debit  Accounts,  and  Debit  Balances  on  Credit  Accounts,  should  appear  on  the 
ledger  in  red  Ink— otherwise  Cr.  and  Dr.  should  be  placed  before  the  balance,  to  indicate  which  it  is. 
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213  a.     S.  &  G.  LEIKJEK. 

CUSTOM   WORK 


Oct. 
Nov. 
JJec. 


Oct- 
Nov. 
Dec. 
Dec. 


Nov. 
Dec. 


Nov. 
Dec. 


Nov. 
Dec. 


Bloodg'd 
Bloodg'd 
L. and  Q. 


C 
C 

C 
L.  and  G.  J 


1  J.  Short 
l|C.Rowell 
L.  and  G. 


31 

31  L.  and  G. 


Premiun 


31  Amalg'm  J 
31  Sundries  J 


31  Sundries 
31  S.  and  S. 
31  Sundries 


31  Invcut'y 


Dec.    31  L.  and  G. 


Bill 


4,000  00 


Expense,  Uenei  il 


00 

Bullion 


3,3.iO 


Expeiie,  Lato^ 


3,027  50 


157 


i^malgfini  Accauht 


Surplus 


Dividend 


15W 
150  00 


Payable 


277  ')0 

Account 


106  50 

206 j 50 

277  50 

00 


400  00 
400  00 


Accoin  t 


1,000 
2,350 


Loss  and  Cain 


4,315^00 

i 

I 


400 1 00 

800  00 

00 


1,000  00 

3,350,00 

00 


500  00 

i,i.to;oo 

1,7.t0  00 
|00 


750  00 
2,277  50 
2,037  50 
1,880  00 
00 


Labor  I 


600  00 

Funjl 


880  IX) 

Account 


LM4.     rrJiCHASE  LEDGER. 

1  DEMEREST  &    FULLEN 


Oct.    110  10  S.  Mill 

Oct.     20  i 

Oct.     20  Bills  Pay 


Oct.  10 
Nov.  15 
Dec.    15 


Oct.  18 
Dec.  10 
Dec.    15 


Cal.  PoHviler 


3,.500  00 
4,000  00 


w|ork 


John  TjCtylor  & 


Co 


15  00 
200 


7,500  00 
4,000  00 


2.30  00 

00 

2000 


15  00 

'00 

200  00 


N.  B.— The  foregoing  accounts  have  been  opened 
The  best  order  in  which  to  open  a  General  Ledgs 
Accounts,  Ixjss  .\ccounts,  Gain  Accounts. 


without  reference  to  any  particular  order  or  system, 
r  is:    Capital  Accounts,  Resource  Accounts,  Liability 
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215. 


TKIAL  BALANCE. 

January  1,  1900 


Cash  on  Hand,  C.  B.  1.. 

Capital  Stock 

Treasury  Stock 

William  Glass 

J.  J.  Rahill 

Geo.  Babcock 

M.  S.  Hutchison 

G.  W.  Lister 

J.  W.  Short 

Chester  H.  Rowell 

Mine     

Machinery  and  Tools.  .  . 
Stores  and  Supplies..., 

Discount  Account 

Custom  Work  Account. 

Bills  Payable   

l^xpense,  General 

Premium 

Bullion  Account 

Expense,  Labor 

Cal.  Powder  Works 

John  Taylor  &  Oo 


9,722 


24,000 
340 
340 
340 
340 
340 


1,900  00 
10,800  00 
50,000  00 

7,690  00 
295  00 

1,000  00 


277 


108,535  00 


100,000 

00 

, 

165 
4,000 

00 
00 

800 
3,350 

00 
00 

20 
200 

00 
00 

i   108,535 

00 

1 

This  is  the  simplest  and  the  very  best  form  of  Trial  Balance,  that 
of  giving  only  the  balances  of  the  accounts,  T  have  seen  Trial  Bal- 
ances taken  giving  both  the  Debit  and  Credit  sides  of  the  account,  and 
some  carry  this  even  further,  giving  the  Debit  and  Credit  sides  of  the 
accounts  and  the  Debit  or  Credit  balance  of  each  as  the  case  may  be. 
The  reader  can  see  what  waste  of  time  and  what  folly  this  is.  It  means 
simply  double  or  treble  work  which  ever  course  the  plodding  book- 
keeper takes.  Just  imagine  what  it  means  where  there  are  a  thousand 
accounts  or  over,  it  means  a  thousand  extra  sets  of  figures  to  be  trans- 
feri'ed,  and  as  many  extra  to  be  added  up,  and  as  many  more  to  be  gone 
over  in  case  the  balance  does  not  come  out  riaht  at  first. 


Note:  As  stated  in  the  opening  of  this  set,  it  is  merely  illustrative, 
many  accounts  and  items  being  intentionally  omitted  so  as  not  to  be 
too  prolix. 
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FIK^T  ANNUAL  STATEMENT. 


G01.D  AND  Silver  Ratio  Minikg  Company. 
January  1,  1900. 
Assets. 

Treasury  Stock,  unsold 

Due  on  Stock  Subscriptions 

Machinery  and  Tools   

Stores  and  Supplies 

Amalgam 

Mines 

Cash  on  hand  and  in  Bank 

Total  Assets 

Liabilities. 

Capital  Stock 

Due  Labor— Dec.  Pay  Roll 

Bills  Payable 

Personal  Accounts  we  owe 

Dividends  unpaid    

Surplus  Fund — Present  worth 

Total  Liabilities 

OR 

Liabilities. 

Due  Labor— Dec.  Pav  Roll 

Bills  Payable 

Personal  Accounts  we  owe 

Dividends  unpaid   

Present  worth 


Present  Wokth. 
Capital  Stock.. 
Surplus    Fund 


100,000.00 
880.00 


24,000  00 

14,400'00 

7,690  00 

13750 

750  00 

50,000.00 

9,72250 


100,000:00 
60000 

4,000,00 
220,00 

1,000  00 
880,00 


600  00 

4,000  00 

22000 

i,ooo'oo 

100,880;00 


100,880  00 


106,700  00 


106,700  00 


106,700  00 
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RECEIPTS  AND  DISBURSEMENTS,  GAINS  AND  LOSSES. 


Receipts. 
Received  on  Stock  Subscriptions 


Custom  Work . 

Bullion  

Total   Receipts. 


Disbursements. 

Expense,  General 

Expense,  Labor 

Paid  for  Machinery,  Tools,  &c   

Total  Disbursments 
Balance  on  Hand  (red  ink) 


Gains  and  Losses. 
Gains. 

Bullion 

Amalgam  

Premiums 

Custom  Work 

Total  Gains. . 
Losses. 

Expense,  Labor 

Expense,  General 

Discounts 

Stores  and  Supplies 

Total  Losses. 
Net  Gain  (red  ink) 


11.400  00 

165  00 

3,350  00 


277  50 
1,150  00 
3,765  00 


5,192  50 
9,722  SO 


3.350  00 
750  00 
800  00 
165  00 


1.750  00 
277  50 

1.000  00 
157  50 


3,185  00 
1,880  00 


14,915 


00 


14,915100 


5,065  00 


5,065  00 
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Pay  Roll  of  Big  Luck  Mine 

For  the  Month  of 1899. 


We,  the  undersigned,  acknowledg-e  having  received  the  amount  set  opposite  our 
respective  names,  and  each  one  for  himself  hereby  certifies  that  the  net  amount  for  which 
he  has  signed  is  in  full  payment  for  services  for  the  time  hereinbelow  specified  and  in 
full  for  all  claims  against  the  Gold  and  Silver  Ratio  Mining  Company,  to  and  includ- 
ing the day  of 1899. 


No   of 
Days 


Rate 
Per  Day 


Gross 
Amount 


Deduc- 
tions 


OnAcc'tof   Net  Amount 
Due 


Signatures 


Total  Pay  Roll      - 

Deductions 

Net  amt.  due  for  labor. 


Remarks  ; 


Superintendent. 


This  form  of  pay  roll  is  made  out  in  duplicate,  the  superintendent 
keeping  the  origiiial  and  sending  the  duplicate  to  the  office  of  the  com- 
pany where  it  is  checked  over,  and  from  whence  the  check  or  checks 
are  made  out.  The  superintendent  has  the  original  signed  and  returns 
it  to  the  office  of  the  company  where  it  is  filed  away  same  as  any  other 
voucher. 


219.  Will  now  illustrate  some  of  the  many  ways  of  opening  cor- 
poration books  under  different  conditions. 

EXAMPLE  NO.  1. 

A  company  is  formed  for  the  purpose  of  operating  a  copper  mine. 
The  stock  is  placed  at  $100,000,  divided  into  1000  shares  of  |100  each; 
the  stock  is  to  be  paid  for  in  full  and  a  mine  known  as  The  Verdigris 
Mine  is  to  be  purchased  outright  for  the  sum  of  |35,000,  and  improve- 
ments thereon  for  an  additional  |10,000.  The  incorporators  and  the 
amount  for  which  each  one  has  subscribed  for  is  as  follows:  W.  A. 
Fitzgerald,  |30,000;  W.  F.  Pitts,  .130,000;  J.  H.  Brickley.  |20,000;  B.  K. 
Walker,  |10,000;  H.  H.  Doyle,  |10,000.     What  are  the  opening  entries? 
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This    bciiiL!:    a    cnsh    transMction  tlic  simplest  and  host  way  is  to 
record  the  eutries  in  the  Cash  Book  as  follows: 


CASH   BOOK. 


Capital   Stock 100,000.00 

For  1,000  Shares  of  Capital 

Verdigris   Mine 

.35,000.00 

Plant,  Machinery,  &c 

.  10,000.00 

Stock  (w  $100  as  follows  : 

Per  Deed,  and  Bill  of  Sale 

W.A.  Fitzg-erald  $30,000 
W.  F.  Pitts              30,000 

on  file  in   the   office   of 
the     County    Recorder, 

J.  H.  Brickley         20,000 

&c. 

B.  R.  Walker           10,000 

H.  H.  Doyle             10,000 

This  opens  the  (leueral  P.ooks  of  the  company.  CajHtal  Stock  is 
cmlited  with  .flOO.OOO,  Mine  is  debited  with  .1^:35.000,  and  IMant  with 
|10,0()(K  and  the  Cash  Hook  shows  a  balance  of  p.^.OOO,  which  balances 
the  books.  The  proper  entries  are  then  made  in  the  Stock  Letlger. 
Another  way  would  be  to  make  the  opening;  entries  in  the  Journal  as 
follows:  Debit  Subscri])tion  Account  and  credit  Capital  Stock  with 
the  amount  of  the  subscription,  and  when  the  stock  is  ]»aid  for.  credit 
subscription  and  debit  cash  in  the  Cash  Book. 


EXAMPLE  NO.  2. 

220.  An  oil  compJiny  is  formed  on  a  basis  of  :5?1UU,U00.  divided 
into  1000  shares  of  the  par  value  of  ^100  each,  fully  subscribed,  the 
stock  is  to  be  ])aid  for  in  ecjual  installiiK^its  of  810  each  per  share  un- 
til fully  i)aid.     What  are  the  opening  entries? 

llrst  Method:  Treat  as  outlined  in  Miuini;  set  of  books  just 
closed. 


Sitoiid  .]f(lh()(L 
Dk. 


C.\SH    BOOK. 


Cr. 


To  Capital  Stock $10,000.00 

1st   Installment  of   10  per  cent 
per  Installment  Book  pg.  .  . 
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TJiird  Method: 

JOURNAL  ENTRY. 

Installment  Account  No.  1 .|10,000 

To  Capita]  Stock |10,00(> 

For  first  installment  of  10  per  cent,  etc. 

After  which  credit  Installment  Account  No  1  through  the  Cash 
Book  as  soon  as  the  installment  is  paid. 

Fourth  MetJiod: 

Debit  ten  installment  accounts  for  10  per  cent  each  of  the  Capital 
Stock  and  credit  Capital  Stock  account  for  100  per  cent,  then  treat  each 
installment  account  as  explained  in  third  method. 

Fifth  Method: 

Subscribed  Capital   Dr     |100,000 

To  Capital  Stock |100,000 

Capital  Stock  fully  subscribed. 

Then  credit  Subscribed  Capital  for  future  payments,  as  shown  by 
the  Installment  Book,  writing  on  the  credit  side  of  this  account  the 
installments  in  the  order  of  their  number  until  the  account  balances. 

Note:  These  entries  can  only  be  made  where  the  stock  is  all  sub- 
scribed for. 

EXAMPLE  NO.  3. 

221.  Smith  and  Jones  own  an  oil  claim  in  a  Avell  known  oil  dis- 
trict, but  they  have  not  sufficient  capital  to  develop  their  claim,  they 
therefore  Avish  to  form  a  company  for  this  purpose  and  they  interest 
several  of  their  friends  in  their  scheme,  which  is  as  follows:  They  pro- 
pose to  organize  a  company  on  a  basis  of  |200.000,  divided  into  |20,000 
shares  of  |10  each,  10,000  shares  of  which  are  to  be  Preferred  Stock 
and  the  remaining  10,000  shares  Common  Stock.  The  Preferred  Stock 
is  to  be  10  per  cent  preferred  and  is  also  to  participate  equally  in  the 
dividends  paid  on  the  Common  Stock.  These  inducements  are  offered 
to  the  purchasers  of  Preferred  Stock  in  order  to  place  it  quickly  and 
acquire  money  for  operating  purposes  at  once.  Smith  and  Jones  are 
to  receive  for  their  claim  |10,000  cash,  .*50,000  in  Preferred  Stock  and 
a  royalty  of  20  cents  a  barrel  on  the  product  of  the  wells,  payable 
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qiinrtf'Hy.  The  10,000  shares  of  Coininon  Stock  aiv  to  be  |»l;ue<l  in  the 
treasury  to  be  sold  for  the  purpose  of  creating-  workinu  cai)ital.  should 
further  capital  be  required.  The  Preferred  Stock  is  to  be  sold  for  spot 
cash.     What  are  the  openin^^  and  subsequent  entries? 

After  a  permanent  organization  is  effected,  Smith  and  Jones  as- 
siiin  their  claim  to  the  new  company,  after  which  the  instrument  of 
assignment  is  properly  recorded  or  filed  in  the  Jvecorder's  oflfice.  A 
resolution  is  then  introduced  at  the  directors  meting  wherein  they  re- 
solye  to  purchase  this  certain  claim  from  Smith  and  Jones  for  the  con- 
sideration before  specified.  Then  the  following  entry  is  inad*^  in  tlu^ 
Journal: 

Oil  Claim  Dr  to  Sundries .^OO.OOO 

PrefeiTed  Capital  Stock  .^50.000 

Smith  &  Jones -SIO.OOO 

For  5000  shares  of  Preferred  Stock  at  §10  per  share  and  §10,000  to 
be  paid  in  cash  to  Smith  and  Jones  for  their  title  and  interest  in  a  cer- 
tain oil  claim  as  per  articles  of  assignment. 

Xote:  The  name  of  the  aboye  debit  account  can  be  yaried,  such  as. 
Wells,  Plant,  Keal  Estate,  or  any  other  appropriate  or  suggestiye  name. 

When  the  balance  of  the  Preferred  Stock  is  subscribed  for  the  fol- 
lowing entry  is  made: 

Sundries  Dr. 
•      Subscription  Account   §  50.000 

White,  1000  shares .^10.000 

Black,  1000  shares   lO.OdO 

Brown,  1000  shares 10,000 

Gray,  1000  shares 10.000 

Green.  1000  shares 10.(MM> 

Treasury  Stock   .§100,000 

For  10.000  shares  of  stock  placed  in  the  Treasury. 

To  Preferred  Capital  Stock  ?  50.000 

To  Capital  Stock 100,000 

When  the  subscrii)tions  are  all  paid  the  Subscription  Account  will 
balance,  :nid  the  Treasury  Stock  account  will  i-opresent  the  unsub- 
scribed stock  of  the  coni]>any. 
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222.  I  opened  two  stock  accounts  in  the  General  Ledger,  because 
it  is  better,  though  not  necessary  that  the  Preferred  Stock  and  the 
Capital  Stock  should  be  kept  separate  in  this  ledger.  It  is  strictly  nec- 
essary, however,  to  keep  them  separate  in  the  Stock  Ledger. 

The  foregoing  entries  show  Oil  Claim  debited  for  the  amount  it  cost 
the  company  in  stock  and  cash,  show  the  amount  still  due  Smith  and 
Jones  on  their  assignment,  show  Preferred  Capital  Stock  credited  for 
the  full  amount  of  Preferred  Stock  and  Capital  Stock  credited  for  the 
full  amount  of  Common  Stock,  show  Subscription  Account  debited  for 
the  full  subscription  with  the  names  and  amount  for  which  each  one 
has  subscribed,  and  show  Treasury  Stock  debited  for  the  amount  of 
stock  held  in  the  Treasury,  and  finally  show  the  books  in  balance.  As 
soon  as  the  money  is  received  on  the  subscription  Smith  and  Jones 
are  paid  $10,000,  which  balances  their  account,  and  the  company  has 
|40,000  left  for  development  purposes. 

Serond  MetJiod: 

Oil  Claim   Dv     |60,000 

To  Smith  and  Jones |60,000 

For  their  oil  claim,  to  be  paid  for  in  5000  shares  of  Preferred  Stock 
at  $10  per  share,  and  |10,000  cash. 

Second  Entry: 

Smith  and  Jones Dr     |50,000 

To  Preferred  Capital  Stock |50,000 

For  5000  shares  of  Preferred  Stock  in  part  payment  for  their  claim. 

This  leaves  a  balance  of  |10,000  on  their  account  which  is  to  be  paid  in 
cash. 

TJiird  Entry: 

Subscription  Account  Dr     .^50,000 

To  Preferred  Capital  Stock |50,000 

(With  names  and  explanations.) 
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Fourth  Entrif. 


Treasury  Stock   ^1(10,000 

To  Capital  Stock   filOO.OOO 

(With  explanation.) 

As  soon  as  the  subscriptions  are  jniid  the  Supscripti«tu  Account 
will  balance,  and  then  Smith  &  Jones  are  paid  $10,000,  which  balances 
their  account. 

Third  Method: 

Sundries  Dr. 

Oil  Claim   $  00,000 

Subscription  A( count   50,000 

Treasury  Stock   100,000 

To  Sundries  Credit. 

Smith  and  Jones   i?  KI.OOO 

Preferred  (/apital  Stock 100,000 

Capital  Stock  100,000 

(With  full  and  complete  explanation.) 

The  first  method  is  preferred  as  being  in  the  end  the  shoi-test. 
simplest  and  most  direct. 

223.  Will  presume  that  at  the  end  of  the  first  quarter  the  wells 
have  produced  10,000  barrels  of  oil,  and  Smith  and  Jones  are  entitled 
to  a  royalty,  what  is  the  entry? 

Koyalty  Account  ?2,000 

To  Smith  and  Jones .v2.000 

l-^tr  royalty  of  20  cents  a  barrel  on  10,000  barrels  of  oil.  Or  if  the 
royalty  is  ])ai<l  at  once  it  is  best  to  make  the  entry  through  the  Cash 
Book    direct    to    Koyaliy    Account.     When  it  is  not  paid  at  once  the 

<Mitry  sliouhl  be  made  throuiih  the  Journal  so  that  the  books  may  show 
the  com]>any*s  obligations, 

22o  (/.  At  the  end  of  six  months  the  f40,000  haviui:;  been  spent 
in  developiuii  their  claim,  purchasing:   machinery    and    extendir.u    the 
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scope  of  their  enterprise,  the  directors  decide  by  resolution  to  sell  flO,- 
000  Avorth  of  Treasury  Stock  for  the  purpose  of  sinking-  another  well 
and  other  purposes.  They  have  struck  oil,  their  prospects  are  good 
and  they  have  no  trouble  in  placing  the  stock  at  a  premium  of  25  per 
cent.  What  are  the  entries? 
First  Method: 

Sundries  Dr. 

Subscription  Account  $10,000 

Stockholders 2,500 

To  Sundries  Cr. 

Treasury  Stock  |10,000 

Stock  Premium   2,500 

For  1000  shares  of  Treasury  Stock  sold  at  a  premium  of  25  per  cent 
to  the  following  subscribers,  per  resolution  of  the  Board  of  Directors, 
passed ,  1899. 

(Here  give  the  names  of  subscribers  and  the  amount  for  which 
each  one  has  subscribed.) 

When  the  subscribers  pay  for  their  stock  credit  Subscription  Ac- 
count for  the  par  value  of  the  stock,  and  Stockholders'  Account  for  the 
amount  of  the  premium.     This  entry  will  balance  both  these  accounts. 

Second  Method: 

Make  no  Journal  entry,  but  when  the  subscribers  pay  for  their 
stock  make  the  following  entries  in  the  Cash  Book: 

CASH. 


Treasury  Stock $10,000.00 

For  1,000  shares  of  Treasury 
stock  sold  at  a  premium  of 
25  per  cent,  as  per  resolu- 
tion, etc.,  to  the  following- 
subscribers  : 

(Here  g-ive  the  names) 

Stock  Premium  Account $2,500 

For  25  per  cent  premium  on 
1,000  shares  of  Treasury 
stock. 


224.     At  the  end  of  the  first  year  the  books  of  the  company  show 
ain  on  the  Loss  and  Gain  account  of  |22.000.  an  amount  equal  to  20 
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per  cent  on  the  oiitstandinj;  stock  of  the  company,  thereupon  the  direc- 
tors declare  a  dividend  of  10  per  cent  on  the  I'referred  Stock  and  a 
dividend  of  3  per  cent  on  the  Preferred  and  Common  Stock,  and  order 
the  balance  jilaced  in  a  IJeserve  Fund.     AThat  are  the  entries? 

First  Method: 

First  Eninj: 

Loss  and  Gain Dr    ,^10.000 

To  l»referred  Dividend §^10,000 

For  dividend  of  10  per  cent  on  $100,000  Preferred  Stock. 

Second  Fntri/: 

Loss  and  Gain  Dr.  to  Sundries ^12.000 

Dividend  No.  1  1^3.300 

For  dividend  of  3  per  cent  on  S110,000  Pre- 
ferred and  Common  Stock. 

Jteserve  Fund $s,T00 

For  balance  of  net  gain.     All  as  perrosolu- 

tion  of  Board  of  Directors  passed 

1899. 

Second  Method: 

Loss  and  Gain  Dr  to  Sundries §;22,000 

Preferred  Dividend   110.000 

Dividend  No  1   3,300 

Keserve  Fund   8,700 

(With  proper  explanations.) 

225.  At  the  end  of  the  second  year  the  company  is  in  a  still  more 
prosperous  condition,  and  the  directors  desire  to  reduce  the  capital, 
so  that  the  capital  of  the  company  may  be  fully  paid  up,  they  also  de- 
sire to  reduce  the  Preferred  Stock  to  Common  Stock,  so  that  all  the 
stock  may  be  of  one  kind  and  that  it  all  may  share  equally  in  the  pro- 
tits,  the  percentage  to  be  limited  only  by  the  profits  of  the  company 
and  the  wisdom  of  the  directors  in  maintaining:  a  sufficient  reserve  fund 
to  meet  unforseeii  reverses  or  casualties.     What  are  the  entries? 

Capital  Stock   Dr     .^Ou.OOO 

To  Treasury  Stock    ?90.000 
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Capital  Stock  reduced  as  per  vote  of  stockholders.  Minute  Book, 
page 

This  entry  balances  the  Treasury  Stock  account  and  reduces  the 
Capital  Stock  account  to  110,000. 

Second  Entry: 

Preferred  Capital  Stock Dr     |100,000 

To  Capital  Stock |100,000 

PrefeiTed  Capital  Stock  reduced  to  Common  Stock,  per  resolu- 
tion, etc. 

This  entry  closes  the  "Preferred"  Capital  Stock  Account,  and  the 
Capital  Stock  account  now  stands  credited  with  |110,000,  which  repre- 
sents the  full  paid-up  capital  of  the  company,  and  the  nominal  capital 
is  now  the  actual  capital  of  the  company.  The  old  Preferred  and  Com- 
mon Stock  Certilicates  are  surrendered  and  new  ones  are  issued  show- 
ing the  new  capitalization.  TJie  Treasury  Stock  Account  in  the  Stock 
Ledger  is  now  closed  into  the  Capital  Stock  Account,  also  the  Preferred 
Capital  Stock  Account,  and  the  transaction  is  closed. 

Note:  All  Stock  Certificates  other  than  Common  Stock  have  desig- 
nated on  their  face  the  particular  kind  of  stock  they  reiDresent. 

Note  No.  2:  The  Subscription  Account  should  have  written  on 
the  debit  side  the  names  of  all  the  subscribers  and  the  amount  of  their 
subscription.  As  they  pay  their  subscriptions  they  are  credited  oppo- 
site their  names,  and  in  this  way  the  Subscription  Account  will  show 
those  who  have  and  who  have  not  paid,  and  w^hen  they  have  all  paid  it 
will,  as  previously  stated,  balance.  The  Installment  Accounts  may  be 
treated  in  the  same  way  provided  the  names  are  not  too  numerous. 

EXAMPLE  NO.  4. 

226.  Black  and  White  have  an  oil  claim  and  they  propose  to 
organize  a  stock  company  to  develop  it.  It  is  to  be  one  of  those  popu- 
lar companies,  and  the  stock  is  to  be  placed  so  low^  that  there  can  be 
none  so  poor  as  to  be  unable  to  speculate  in  it.  The  company  is  to  be 
organized  on  a  basis  of  |200,000,  divided  into  20,000  shares  of  the  par 
value  of  |10  each.  The  promoters  are  to  receive  10,000  shares  of  paid 
up  stock  for  their  claim,  5000  shares  are  to  be  sold  at  50  per  cent  of  the 
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par  value  to  create  a  Working;-  Capital  of  .*25,000  and  the  remaining 
5000  shares  are  to  be  held  in  the  Treasury.    What  are  the  entries? 

First  Entnj: 

Oil  Claim Dr    1=100,000 

To  Capital  Stock §100.000 

For  10,000  shares  of  stock  of  the  i)ar  value  <»f  .^10  per  share  issued 
to  Black  and  White  for  assijinmeut  of  their  title  and  interest  in  that 
certain  oil  claim  to  the  company,  and  which  is  on  file  and  of  record  in 
the  office  of  the  County  liecorder,  etc.,  etc. 

Second  Entnj: 

Treasury  Stock   Dr     $50,000 

To  Capital  Stock 150.000 

For  5000  shares  of  stock  placed  in  the  Treasury  per  Article  ...  .of 
the  By-Laws. 

Third  Enfri/: 

Subscription  Account Dr     

To  Capital  Stock 

Then  debit  Subscription  and  credit  Capital  Stock  for  future  sub- 
scriptions, postinp:  the  totals  at  the  end  of  the  day,  the  end  of  the  month 
or  the  foot  of  each  pa^e  as  desired.  If  a  Stock  Ledger  is  kept  with 
money  columns  each  stockholder  may  be  debited  for  the  par  value  of 
his  subscription,  and  as  the  subscriptions  are  paid  credit  Subscription 
Account  from  tlie  Cash  Book,  and  also  Individual  Stockholders  Ac- 
counts in  the  Stock  Ledp;er  by  a  sinjilo  entry.  When  all  have  paid, 
the  Subscription  Account  will  show  50  per  cent  paid  and  the  Stock- 
holders Accounts  in  the  Stock  Ledger  will  show  that  they  have  paid 
50  per  cent  for  their  stock.  If  the  stock  set  aside  for  sale  should  not 
all  be  sold  and  it  is  desired  to  have  the  Capital  Stock  Account  show  the 
full  <ai>ital  an  entry  "like  this  may  b«*  made  for  the  balance: 

Treasury  Stock  Dr     i^ 

To  Capital  Stock   § 

OTHEK  METHODS. 

Instead  of  the  Third  Entry  one  of  the  following:  methods  may  be 
adopted: 
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Each  subscriber  ma}-  be  debited  individually  in  Petty  Ledger  form 
and  Capital  Stock  credited  collectively  for  the  amount  of  the  subscrip- 
tions, or  a  special  column  may  be  ruled  in  the  Cash  Book,  debit  side, 
and  hieaded  "Capital  Stock."  Whenever  stock  is  sold  and  paid  for, 
the  amount  is  entered  in  this  column  with  proper  explanation  and  the 
total  of  this  column  is  posted  to  the  credit  of  Capital  Stock  at  the  end 
of  the  month. 

No  entry  is  made  to  individual  accounts  in  the  Stock  Ledger  until 
the  certificate  is  issued,  and  the  certificates  are  not  issued  until  the 
stock  is  paid  for,  in  either  money,  value  or  services,  therefore  the  fact 
that  one's  name  appears  on  the  Stock  Ledger  is  Prima  Facie  evidence 
that  he  has  paid  for  his  stock. 

FORM  OF  CASH  BOOK— DEBIT  SIDE. 


Date. 
1899 

Name. 

Explanation. 

Capital 
Stock. 

Fol. 

V 
V 

1 

Miscellaneous 

Total. 

Oct. 

1 

A.  Smith 

B.  Jones 

50  per  cent  on  20  Shares 

"      "  10       " 
Posted  to  Capital  Stock 

100 

50 

00 
00 

150 

00 

Fourth  Entry: 

Eebate  or  Commission  or  Discount Dr    | 

To  Subscription  Account  | 

For  50  per  cent  rebate  or  discount  on thousand  shares 

of  stock,  as  per  Article  ....  of  the  By-Laws. 

Note:  If  Individual  Accounts  were  debited  instead  of  Subscrip- 
tion Account  of  course  the  entry  would  have  to  be  varied. 

227.  The  term  "Subscription  Account"  has  been  used  so  much  in 
this  work  that  it  may  appear  I  cannot  find  any  other  term  to  express 
my  meaning.  I  confess  I  cannot  find  any  other  to  express  it  so  well. 
I  believe  that  the  title  of  any  account  should  be  as  expressive  and  sug- 
gestive as  possible  of  the  nature  of  the  account  it  represents,  and  in 
this  case  it  represents  the  amount  of  stock  subscribed  for. 

228.  Now  let  us  suppose  that  at  the  end  of  two  or  three  years 
the  Loss  and  Gain  Account  stands  credited  with  a  balance  of  |10,000 
and  the  Treasury  Stock  is  still  debited  with  $50,000  and  the  directors 
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decide  to  balance  the  Loss  and  Gain  Account  by  declaring  a  Stock 
Dividend  of  Jj^oOOO  and  a  Cash  Dividend  of  )?5000.  What  are  the 
entries? 

/''//•.s7  I-jilrif: 

Loss  and  Gain  Dr      ^5,000 

To  Treasury  Stock   ^«5,00U 

For  500  shares  of  Treasury  Stock  issued  pro  rata  to  the  stockhold- 
ers as  a  stock  dividend,  per  resolution  of  the  Board  of  Directors,  etc. 

After  this  issue  the  stock  pro  rata  to  the  stockholders  and  make 
the  proper  entries  in  the  Stock  Ledger. 

If  the  shares  will  not  \n'o  rate  evenly  and  it  is  not  desired  to  issue 
fractional  shares,  an  arrangement  can  be  made  among  the  stockholders 
whereby  one  will  give  and  another  take  the  fractional  share  for  a  con- 
sideration, 

Second  Entry: 

Loss  and  Gain   Dr     $5,000 

To  Dividend  Account $5,000 

For  Cash  Dividend  of  one-third  of  1  per  cent  on  the  subscribed 
capital. 

As  the  diviileuds  are  paid,  debit  Dividend  Account  through  the 
Cash  Book. 

The  above  two  entries  could  be  made  in  one  entry  thus: 

Loss  and  Gain  Dr     $10,000 

To  Treasury  Sto«k   $5,000 

To  Dividend  Account   $5,000 

(With  proper  explanations.) 

220.  The  Kebate  or  Discount  Account  or  whatever  account  repre- 
sents the  difference  between  the  par  value  of  the  stock  and  the  price 
it  was  sold  for,  in  this  case  50  per  cent,  is  allowed  to  stand  on  the  books 
as  a  resource  until  such  time  as  the  Loss  and  Gain  Account  or  Surplus 
Fund  has  a  sutticient  credit  balance  to  wipe  it  out,  after  which  the 
Capital  Stock  account  represents  the  actual  instead  of  the  nominal 
capital  of  the  com])any.  The  following  is  the  entry  to  make  for  this 
purpose: 
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Loss  and  Gain  or  Surplus  Fund Dr     $25,000 

To  Rebate  or  Discount  Account |25,000 

230.  Suppose  this  company  buys  a  water  right  and  pays  for  it  in 
Treasury  Stock.     What  entry? 

Fi7'st  Entry: 

Water  Eight Dr    $1,000 

To  Fresno  Canal  Co |1,000 

For  twenty  year  water  right,  etc.,  to  be  paid  for  in  Treasury  Stock. 

Second  Entry: 

Fresno  Canal  Co |1,000 

To  Treasury  Stock   |1,000 

For  100  shares  of  Treasury  Stock  issued  to  F.  C.  Co.  in  payment 
of  water  right.     Or  one  entry  like  this: 

Water  Right  Dr     |1,000 

To  Treasury  Stock   |1,000 

For  100  shares  of  stock  issued  to  F.  C.  Co.  in  payment  for  water 
right. 

This  water  right  becomes  as  much  a  part  of  the  assets  of  the  com- 
pany as  anything  they  possess,  but  its  valuation  decreases  each  year 
until  the  right  expires. 

EXAMPLE  XO.  5. 

231.  The  Spring  Well  Water  Company  is  incorporated  for  the 
purpose  of  supplying  water  to  the  town  of  Waterville.  Its  Capital 
Stock  is  placed  at  |100,000,  divided  into  5000  shares  of  the  par  value 
of  |20  each.  The  incorporators  are  A.  B.  Water,  C.  D.  Pumper,  E.  F. 
Piper,  G.  H.  Faucett,  I.  J.  Wetter.  The  understanding  among  them- 
selves is  that  they  are  to  take  all  of  the  stock  of  the  company  in  pay- 
ment for  the  land  and  water  rights  which  they  own  and '  which  they 
turn  over  to  the  company  at  the  time  of  its  organization.  They  will 
then  turn  over  to  the  corporation  20  per  cent  of  their  stock  as  a  bonus 
to  be  sold  at  75  cents  on  the  dollar  of  its  par  value  to  raise  money  to 
purchase  a  franchise  and  supply  a  working  capital.  The  stock  is  to 
be  paid  for  in  three  equal  installments  and  on  payment  of  the  third 
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installment  paid-up  certificates  are  to  be  issued  to  the  stockholders. 
The  franchise  will  cost  the  company  $5,000.     What  are  the  entries? 

First  Method: 

Keal  Estate  or  Water  Ki.i>ht Dr     $100,000 

To  Capital  Stock   $100,000 

For  5000  shares  of  stock  of  the  par  value  of  $20  per  share  issued 
to  the  incorporators  for  laud  and  water  rights,  per,  etc.,  etc. 

Second  Entry: 

Treasury  Stock  Dr     $20,000 

To  Working  Capital   $20,000 

For  donation  of  20  per  cent  of  the  Capital  Stock  by  the  incorpora- 
tors, to  be  sold  for  Working  Capital. 

Third  Entry: 

Subscription  Account  Dr     $20,000 

To  Treasury  Stock   $20,000 

With  explanations,  which  are  supposed  to  be  familiar  by  this 
time. 

Fourth  Entry: 

Working  Capital   $5,000 

To  Subscription  Account   $5,000 

For  discount  of  25  per  cent  on  1000  shares  of  Treasury  Stock. 

The  third  entry  is  not  made  until  the  Treasury  Stock  is  sold  and 
the  fourih  entry  is  not  made  until  after  the  75  per  cent  of  the  par  value 
of  the  stock  has  been  paid.  Installment  scrip  is  issued  for  the  first 
and  second  i)aym('nts  and  these  are  taken  up  and  certificates  issued 
when  the  third  installment  is  paid.  Opposite  each  subscribers  name 
on  the  Subscription  Account  is  left  four  blank  lines  to  admit  of  enter- 
ing the  three  installments  as  paid  and  the  fourth  line  is  for  entering 
the  discount,  or  if  instead  of  a  Subscri])tion  Account  Individual  Ac- 
<'ounts  are  opened  they  are  debited  and  credited  through  the  Journal 
instead  of  the  Subscription  Account. 

Second  ^[ethod: 

First  Entrv:     Same  as  tirst  entrv  in  first  method. 
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Second  E7itnj: 

Treasury  Stock   Dr     |20,000 

To  Keal  Estate  or  Water  Eight |20,000 

For  20  per  cent  of  the  purchase  price  of  water  right  donated  back 
to  the  company  in  stock  by  the  incorporators,  to  be  sold  for  the  benefit 
of  the  company. 

This  entry  reduces  the  cost  of  the  water  right  to  |80,000  and  is 
thought  to  be  the  best  entry  to  make. 

Third  Entry: 

Sundries  Dr.  To  Treasury  Stock  |20,000 

Installment  Account  No.  1 $5,000 

Installment  Account  No.  2 5,000 

Installment  Account  No.  3 5,000 

Kebate  or  Discount  5,000 

For  1000  shares  of  Treasury  Stock  sold  at  a  discount  of  25  per  cent, 
and  payable  in  three  equal  installments.  Of  course  this  entry  can  only 
be  made  where  the  Treasury  Stock  is  all  subscribed  for.  Where  it  is 
not  all  subscribed  for,  Subscription  Account  or  Individual  Accounts 
are  debited  for  the  amount  subscribed  and  the  following  entry  made 
for  the  rebate  or  discount: 

Eebate  or  Discount  Dr  f . . . 

To  Subscription  or  Individuals f  •  •  . 

John  Jones,  25  per  cent  discount  on  100  shares  at  |20  $500 

John  Brown  25  per  cent  discount  on  50  shares  at  |20 .  $250 
And  so  on. 

232.  Some  prefer  to  open  a  Donation  Account  for  the  amount 
donated  to  the  company,  but  in  as  much  as  they  part  with  the  stock 
and  the  company  acquires  it,  it  becomes  the  company's  stock  to  be  sold 
for  the  benefit  of  the  company's  treasury,  and  as  the  Capital  Stock  has 
all  been  issued  and  paid  for,  it  follows  that  this  is  Treasury  Stock  and 
should  appear  so  on  the  books.  Some  may  argue  that  as  it  is  a  dona- 
tion it  should  appear  on  the  books  as  a  donation,  there  is  some  reason 
in  this,  but  it  is  a  donation  of — what? — stock  of  course,  and  the  original 
entry  on  the  Journal  explains  the  donation,  however  the  whole  thing 
might  be  compromised  by  calling  it  "Donation  Treasury  Stock." 
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Some  accoiiiitniits  prefer  not  to  make  any  entry  of  the  donat€^d 
stock  on  the  books  nutil  it  is  sold,  at  which  time  a  Working  Capital 
Account  is  credited. 

Notwithstanding-  some  good  authority  on  these  last  propositions 
1  contend  that,  in  as  much  as  the  company  has  500(1  shares  of  stock 
for  sale,  the  books  of  the  company  should  show  it.  Either  the  Treas- 
ury Stock  has  some  latent  or  market  value  it  it,  or  it  has  no  value  in  it 
at  all.  If  it  has  a  value  in  it,  it  is  an  asset  of  the  company,  and  all  the 
assets  of  the  company  should  appear  on  the  books  of  the  company, 
therefore.  I  repeat  that  it  is  not  only  good  accounting,  but  it  is  go(«l 
practice  and  good  ethics  that  the  donated  stock  appear  on  the  books. 

233.  Now  about  the  franchise.  That  is  obtained  in  a  circuitous 
way.  First  there  is  a  petition,  then  it  is  advertised  for  sale,  and  then 
there  is  an  ordinance  passed  granting  it,  after  it  is  passed  it  lias  to  bt» 
published  a  certain  number  of  times  before  it  becomes  law.  NN'licu  it 
is  tinally  obtained  and  paid  for,  cash  is  credited  and  Franchise  Ac- 
count is  debited  for  the  amount. 

234.  Forfeited  »s7oc/,-;  As  before  noted,  the  stock  is  to  be  paid  for 
in  three  e«iual  installments.  Now  suppose  that  the  bydaws  provide, 
that,  any  subscriber  who  fails  to  pay  his  installments  within  a  certain 
prescribed  time,  shall  forfeit  all  right  and  title  in  and  to  the  stock  he 
has  subscribed  for,  and  all  claim  to  the  money  he  has  paid  thereon, 
and  he  has  subscribed  subject  to  the  bydaws,  and  suppose  further  that 
John  Jones  has  paid  the  first  installment  of  25  per  cent  of  the  face 
value  of  100  shares  of  stock,  and  failing  to  pay  any  further  install- 
ments has  forfeited  his  stock  and  the  money  he  paid — what  would  be 
the  proper  entry  in  this  case? 

Treasury  Stock  Dr.  to  Sundries .<;2,000 

Installment  Account  N(».  2 §=500 

Installment  Account  No.  3 500 

IJ(d)ate  or  Discount   500 

Loss  and  Gain •'?500 

For  100  shares  of  stock  forfeited  by  John  Jones  nftn-  pnyiiient  (d' 
first  installment. 

Tiie  reason  for  makiuL:,  this  entrv  is  obvious.     The  forfeited  stork 
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is  returned  to  the  Treasury.  Installment  Accounts  Nos.  2  and  3  are 
credited  for  the  reason  that  there  is  that  much  less  due  on  them  now. 
Rebate  or  Discount  is  credited  for  the  reason  that  the  rebate  is  re- 
duced in  proportion  as  the  subscribed  stock  is  reduced,  and  Loss  and 
Gain  is  credited  for  the  reason  that  it  has  gained  the  sum  paid  on  the 
stock.  If  he  only  forfeited  his  stock  and  50  per  cent  of  the  cash  pay- 
ment and  was  to  receive  the  remaining  50  per  cent  in  paid  up  stock, 
Treasury  Stock  would  be  debited  for  87^  per  cent  of  the  shares  he  held. 
Installment  Accounts  Nos.  1  and  2  and  Rebate  Account  credited  for  25 
per  cent  each  and  Loss  and  Gain  credited  for  12^;  per  cent  of  his  shares, 
he  would  then  have  the  remaining  12|  per  cent  left,  an  amount  equal 
to  50  per  cent  of  the  money  he  paid. 

Such  an  entry  can  be  varied  according  to  conditions. 

LEVYING  ASSESSMENTS. 

235.  Suppose  that  the  amount  realized  from  the  sale  of  Treasury 
Stock  or  Donated  Stock  is  not  sufficient  to  place  the  company  on  a 
proper  basis,  and  the  directors  decide  to  levy  an  assessment,  how  are 
they  to  proceed? — according  to  the  law  as  laid  down  in  the  Civil  Code. 
Following  are  the  sections  of  the  Code  of  the  State  of  California  bear- 
ing on  this  point: 

Sec.  33  L  The  directors  of  any  corporation  formed  or  existing  un- 
der the  law^s  of  this  State,  after  one-fourth  of  its  capital  stock  has  been 
subscribed,  may,  for  the  purpose  of  paying  expenses,  conducting  busi- 
ness, or  paying  debts,  levy  and  collect  assessments  upon  the  subscribed 
capital  stock  thereof,  in  the  manner  and  form,  and  to  the  extent  pro- 
vided therein.  (Amendment  approved  March  30,  1874:  Amendments 
1873-4,  206.     In  effect  July  1,  1874.) 

332.  No  one  assessment  must  exceed  ten  per  cent  of  the  amount 
of  the  capital  stock  named  in  the  articles  of  incorporation,  except  in 
the  cases  in  this  section  otherwise  provided  for,  as  follows: 

1.  If  the  whole  capital  of  a  corporation  has  not  been  paid  up,  and 
the  corporation  is  unable  to  meet  its  liabilities  or  to  satisfy  the  claims 
of  its  creditors,  the  assessment  may  be  for  the  full  amount  unpaid  upon 
the  capital  stock;  or  if  a  less  amount  is  sufficient,  then  it  may  be  for 
such  a  percentage  as  will  raise  that  amount; 
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2.  The  directors  of  railroad  corporations  may  assess  the  ca[>ital 
stock  in  installments  of  not  more  than  ten  per  cent  per  month,  unless 
in  the  articles  of  corporation  it  is  otherwise  provided ; 

3.  The  directors  of  fire  or  marine  insurance  corporations  may 
assess  such  a  percentage  of  the  capital  stock  as  they  deem  proper. 

333.  No  assessment  must  be  levied  while  any  portion  of  a  \)ve- 
vious  one  remains  unpaid;  unless: 

1.  The  power  of  the  corporation  has  been  exercised  in  accordance 
with  the  provisions  of  this  article  for  the  purpose  of  collecting  such 
previous  assessment; 

2.  The  collection  of  the  previous  assessment  has  be  enjoined;  or, 

3.  The  assessment  falls  within  the  provisions  of  either  the  fii-st, 
second,  or  third  subdivisions  of  Section  332. 

334.  Every  order  levying  an  assessment  must  specify  the  amount 
thereof,  when,  to  whom,  and  where  payable;  fix  a  day,  subsequent  to 
the  full  term  of  publication  of  the  assessment  notice,  on  which  the 
unpaid  assessments  shall  be  delinquent,  not  less  than  thirty  nor  more 
than  sixty  days  from  the  time  of  making  the  order  levying  the  assess- 
ment; and  a  day  for  the  sale  of  delinciuent  stock,  not  less  than  fifteen 
nor  more  than  sixty  days  from  the  day  the  stock  is  declared  delinciuent. 

Sec.  335.  L'pon  the  making  of  the  order,  the  secretary  shall  cause 
to  be  published  a  notice  thereof  in  the  following  form,  which  is  sub- 
stantially the  form  given  in  the  Code: 

NOTICE  OF  ASSESSMENT. 

T/te Company,  a  corporation— principal  place  of  business 

, County,  California. 

Location  of  property County,  California. 

Notice  is  hereby  given  that  at  a  meeting  of  the  Board  of  Directors  of  said  company,  held 

on  the day  of. / an  assessment.  No of. Dollars 

and cents  ( )  per  share  was  levied  upon  the  capital  stock  of  the  said 

corporation,  payable  immediately  to  the  Secretary 

at California. 

Any  stock  upon  which  this  assessment  shall  remain  unpaid  on / , 

will  be  delinquent  and  advertised  for  sale  at  public  auction,  and  unless  payment  is  made 

before,  will  be  sold  on ,  / at o'clock. . . . M. ,  to  pay  the  delinquent 

assessment,  together  with  costs  of  advertising  and  expenses  of  sale. 

Office .Sf.;r/j;v. 

Dated ,  /.... 
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33C.  The  notice  must  be  personally  served  upon  each  stockholder, 
or,  in  lieu  of  personal  service,  must  be  sent  through  the  mail,  addressed 
to  each  stockholder  at  his  place  of  residence,  if  known,  and  if  not 
known,  at  the  i)lace  where  the  principal  office  of  the  corporation  is 
situated,  and  be  published  once  a  week,  for  four  successive  weeks,  in 
some  newsjjaper  of  general  circulation  and  devoted  to  the  publication 
of  general  news,  iJublished  at  the  place  designated  in  the  articles  of 
incorporation!  as  the  principal  place  of  business,  and  also  in  some 
newspaper  published  in  the  county  in  which  the  works  of  the  corpora- 
tion are  situated,  if  a  paper  be  published  therein.  If  the  works  of  the 
corporation  are  not  within  a  state  or  territory  of  the  United  States, 
publication  in  a  paper  of  the  place  where  they  are  situated  is  not  nec- 
essary. If  there  be  no  newspaper  published  at  the  place  designated 
as  the  principal  place  of  business  of  the  corporation,  then  the  publica- 
tion must  be  made  in  some  other  newspaper  of  the  county,  if  there  be 
one,  and  if  there  be  none,  then  in  a  newspaper  published  in  an  adjoin- 
ing county.  (Amendment  approved  ^March  30,  1874;  Amendments 
18734,  206.     In  effect  July  1,  1874. 

337.  If  any  portion  of  the  assessment  mentioned  in  the  notice 
remains  unpaid  on  the  day  specified  therein  for  declaring  the  stock 
delinquent,  the  secretary  must,  unless  otherwise  ordered  by  the  Board 
of  Directors,  cause  to  be  published  in  the  same  papers  in  which  the 
notice  hereinbefore  provided  for  shall  have  been  published,  a  notice 
substantially  in  the  following  form,  which  is  the  form  outlined  by  the 
Code: 


23' 


DELINQUENT  SALE  NOTICE. 


Compatiy.     Principal  place  of  business, 

, Cotmty,  Cal. 

Location  of  Property, County,  Cal. 

NOTICE. —  There  is  delinquent  on  the  following  described  stock  on  account  of  assess- 
ment No levied  on. ,  / . . . . the  several  amounts  set  opposite  the 

names  of  the  respective  shareholders  as  follows  : 


Names. 

No.  of 

Cert. 

No.  of 
Shares. 

Amount. 
Dollars.      Cents. 

, 

—  109  — 

And  in  accordance  with   law  and  an  order  of  the  Board  of  Directors  made  on  the 

day  of. ,  / ,  so  many  shares  of  each  parcel  of  said  stock  as 

shall  be  necessary  will  be  sold  at  public  auction  at 

on ,  / at o'clock M.,  to  pay  the  delinquent  assessment, 

io£;ether  with  costs  of  advertising  and  expenses  of  sale. 

Office Secretary. 

338.  The  notice  must  specify  every  certificate  of  stock,  the  luim- 
ber  of  shares  it  represents,  and  the  amount  due  thereon,  except  where 
certificates  may  not  have  been  issued  to  parties  entitled  thereto,  in 
which  case  the  number  of  shares  and  amount  due  thereon,  together 
with  the  fact  that  the  certificates  for  such  shares  have  not  been  issued, 
must  be  stated. 

Civ.  Code— 9. 

339.  Tlie  notice,  wlien  published  in  a  daily  i)aper,  must  be  pub- 
lished for  ten  da^^s,  excludinii  Sundays  and  holidays,  previous  to  the 
day  of  sale.  When  published  in  a  weekly  paper,  it  must  be  published 
in  each  issue  for  two  weeks  previous  to  the  day  of  sale.  The  first  i)ub- 
lication  of  all  delinquent  sales  must  be  at  least  fifteen  days  prior  to  the 
day  <»f  sale. 

340.  By  the  publication  of  the  notice,  the  corporation  acquires 
jurisdiction  to  sell  and  convey  a  perfect  title  to  all  of  the  stock  de- 
scribed in  the  notice  of  sale  upon  which  any  portion  of  the  assessment 
or  costs  of  advertisin«i'  remains  unpaid  at  the  hour  appointed  for  the 
sale,  but  must  sell  no  more  of  such  stock  than  is  necessar}'  tt>  pay  the 
assessments  due  and  costs  of  sale. 

341.  On  the  day,  at  the  ]»lace,  and  at  the  time  appointed  in  the 
notice  of  sale,  the  s<*cretary  must,  unless  otherwise  ordered  by  the 
directors,  sell  or  cause  to  be  sold  at  public  auction,  to  the  hip:hest  bid- 
der for  cash,  so  many  shares  of  each  jiarcel  of  described  stock  as  may 
be  necessary  to  pay  the  assessment  and  charges  thereon,  according  to 
the  terms  of  sale:  if  payment  is  made  before  the  time  fixed  for  sale, 
the  ])arty  paying  is  only  nMiuired  to  i)ny  the  actual  cost  of  a<lvertisiug, 
in  addition  to  the  assessment. 

34'J.  The  peison  olleiiiiLi  at  such  sale  to  i)ay  the  assessment  and 
costs  for  the  smallest   number  of  shares  or  fraction  of  a  share  is  the 
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liighest  bidder,  and  the  stock  purchased  must  be  transferred  to  him. 
on  the  stock  books  of  the  corporation,  on  payment  of  the  assessment 
and  costs. 

343.  If,  at  the  sale  of  the  stock,  no  bidder  offers  the  amount  of 
the  assessments  and  costs  and  charges  due,  the  same  may  be  bid  in 
and  purchased  by  the  corporation,  through  the  secretary,  president,  or 
any  director  thereof,  at  the  amount  of  the  assessments,  costs,  and 
charges  due;  and  the  amount  of  the  assessments,  costs  and  charges 
must  be  credited  as  paid  in  full  on  the  books  of  the  corporation,  and 
entry  of  the  transfer  of  the  stock  to  the  corporation  must  be  made  on 
the  books  thereof.While  the  stock  remains  the  property  of  the  corpora- 
tion it  is  not  assessable,  nor  must  any  dividends  be  declared  thereon; 
but  all  assessments  and  dividends  must  be  apportioned  upon  the  stock 
held  by  the  stockholders  of  the  corporation. 

344.  All  purchases  of  its  own  stock  made  by  any  corporation  vest 
the  legal  title  to  the  same  in  the  corporation;  and  the  stock  so  pur- 
chased is  held  subject  to  the  control  of  the  stockholders,  who  may 
make  such  disposition  of  the  same  as  they  deem  fit,  in  accordance  with 
the  by-laws  of  the  corporation  or  vote  of  a  majority  of  all  the  remain- 
ing shares.  Whenever  any  portion  of  the  capital  stock  of  a  corpora- 
tion is  held  by  the  corporation  by  purchase,  a  majority  of  the  remain- 
ing shares  is  a  majority  of  the  stock  for  all  purposes  of  election  or  vot- 
ing on  any  question  at  a  stockholders'  meeting. 

345.  The  dates  fixed  in  any  notice  of  assessment  or  notice  of  de- 
linquent sale,  published  according  to  the  provisions  hereof,  may  be  ex- 
tended from  time  to  time  for  not  more  than  thirty  days,  by  order  of  the 
directors,  entered  on  the  records  of  the  corporation;  but  no  order  ex- 
tending the  time  for  the  performance  of  any  act  specified  in  any  notice 
is  effectual  unless  notice  of  such  extension  or  postponement  is  ap- 
pended to  and  published  with  the  notice  to  which  the  order  relates. 

346.  No  assessment  is  invalidated  by  a  failure  to  make  publica- 
tion of  the  notice  hereinbefore  provided  for,  nor  by  the  non-perform- 
ance of  any  act  required  in  order  to  enforce  the  payment  of  the  same; 
but  in  case  of  any  substantial  error  or  omission  in  the  course  of  pro- 
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ceedings  for  collection,  all  previous  proceediuj-s,  except  the  levyinp;  of 
the  assessment  are  void,  and  publication  must  be  begun  anew. 

347.  No  action  must  be  sustained  to  recover  stock  sold  for  delin- 
quent assessments,  upon  the  ground  of  irregularity  in  the  assessment, 
irregularity  or  defect  of  the  notice  of  sale  or  defect  or  irregularity  in 
the  sale,  unless  the  party  seeking  to  maintain  such  action  first  pays  or 
tenders  to  the  corporation,  or  the  party  holding  the  stock  sold,  the  sum 
for  which  the  same  was  sold,  together  with  all  subsequent  assessments 
which  may  have  been  paid  thereon  and  interest  on  such  sums  from  the 
time  they  were  paid;  and  no  such  action  must  be  sustained  unless  the 
same  is  commenced  by  the  filing  of  a  complaint  and  the  issuing  of  a 
summons  thereon  within  six  months  after  such  sale  was  made. 

348.  The  publication  of  notice  required  by  this  article  may  be 
proved  by  the  affidavit  of  the  printer,  foreman,  or  principal  clerk  of  the 
newspaper  in  wliich  the  same  was  published;  and  the  affidavit  of  the 
secretary  or  auctioneer  is  prima  facie  evidence  of  the  time  and  place 
of  sale,  of  the  quantity  and  particular  description  of  the  stock  sold,  and 
to  whom,  and  for  what  price,  and  of  the  fact  of  the  purchase  money 
being  paid.  The  affidavits  must  be  filed  in  the  office  of  the  corporation, 
and  copies  of  the  same,  certified  by  the  secretary  thereof,  are  prima 
facie  evidence  of  the  facts  therein  stated.  Certificates,  signed  by  the 
secretary  and  under  the  seal  of  the  corporation,  are  prima  facie  evi- 
dence of  the  contents  thereof.  (Amendment,  approved  March  30,  1874; 
Amendments  1873-4,  207.     In  effect  July  1,  1874.) 

34l».  On  the  day  specified  for  declaring  the  stock  delinquent,  or  at 
any  time  subsequent  thereto  and  before  the  sale  of  the  delinquent 
stock,  the  Board  of  Directors  may  elect  to  waive  further  proceedings 
under  this  chapter  for  the  collection  of  delinquent  assessments,  or  any 
part  or  portion  thereof,  and  may  elect  to  proceed  by  action  to  recover 
the  amount  of  the  assessment  and  the  costs  and  expenses  alivady  in- 
curred, or  any  part  or  portion  thereof. 

ENTKIKS  TO  MAKi:  AM)   LF.VV  AN  ASSESSMENT. 

-38.  Having  levic(l  an  assessment  according  to  law.  what  are  the 
proper  entries  to  make  of  it  on  the  General  and  Auxilliary  Books  of 
the  company? 
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First  of  all  procure  an  Assessment  Book  something  similar  in  de- 
sign to  the  form  here  presented.  Enter  therein  the  names  of  all  the 
stockholders  either  alphabetically,  or  in  the  order  in  which  they  ap- 
pear in  the  Stock  Ledger,  and  follow  out  the  form  with  the  number 
of  shares,  amount  of  assessment,  etc. 

ASSESSMENT   BOOK. 


Assessment  No of per  Share.        Levied 

Delinquent 1 Day  of  Sale. 


Cert.  No. 


No.  of  Shs. 


Amount. 


Date  of 
Payment. 


This  book  gives  a  complete  record  of  the  assessment,  shows  who 
have  paid  and  who  have  not,  and  from  it  the  Delinquent  Sale  Kotice  is 
made  up.  The  costs  can  be  pro  rated  among  the  delinquents  and  en- 
tered in  the  ^'Costs''  column,  and  the  assessment  and  costs  extended 
into  the  ''Totar'  column,  and  whoever  offers  the  stock  for  sale  can  find 
out  from  this  the  total  costs  against  it,  also  the  costs  can  be  journalized 
from  this.  If  it  is  desired,  every  alternate  page  may  be  left  blank  for 
the  purpose  of  filing  the  publishers'  affidavits  and  the  auctioneers'. 
Having  filled  in  this  book  the  assessment  may  be  treated  on  the  books 
in  any  one  of  the  following  ways: 

239.  First — Debit  individual  stockholders  for  the  amount  of  their 
respective  assessments  and  credit  Assessment  Account  for  the  aggre- 
gate. The  two-fold  object  of  this  form  of  entry  is  to  show  the  amount 
levied  in  assessments  and  to  show  who  paid  and  who  failed  to  pay  the 
assessments.  For  the  latter,  the  Assessment  Books  shows  all  the  par- 
ticulars, but  some  insist  on  it  appearing  on  the  Ledger,  besides  delin- 
quents are  to  be  charged  with  the  cost  of  advertising  and  expenses  of 
the  sale, and  as  these  costs  and  the  delinquent  assessments  are  to  be  paid 
by  the  party  purchasing  the  stock,  their  accounts  are  credited  through 
the  Cash  Book  by  writing  the  names  of  the  purchasers  thereon,  the 
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necessary transfers  are  made  on  the  Stock  Books  and  the  incident  is 
closed.  The  assessment  account  remains  credited  with  the  amount  of 
the  assessment  until  the  cash  realized  on  it  is  all  used  up  or  until  the 
books  are  about  to  be  closed,  when  it  is  written  off  int(i  Loss  and  Gain 
Account. 

240.  Another  way  is  to  let  the  assessments  stand  on  the  books  as 
a  liability  (which  of  course  they  are  not)  and  if  ever  the  Capital  Stock 
is  increased,  to  dispose  of  Assessment  Account  by  the  following  entry: 

Assessment  Account  Dr     ^ 

To  Capital  Stock § 

For shares  of  paid-up  stock  issued  to  the  stockholders  in 

proportion  to  the  amount  of  assessments  paid  by  each. 

This  amounts  to  refunding  in  the  shape  of  stock  all  that  the  stock- 
holders have  paid  in  the  way  of  assessments. 

Second — Make  no  entry  on  the  books  at  the  time  the  assessment 
is  levied,  but  credit  each  on  Individual  Account  for  the  amount  they 
pay,  also  on  the  Stock  liCdger  if  it  has  money  columns,  writing  on  their 
accounts  at  the  time  "Assessment  No.  1"  and  so  on.  Then  if  the 
Capital  Stock  is  increased  debit  them  for  an  amount  equal  to  the  amount 
they  have  paid  in  assessments  and  credit  Capital  Stock  for  the  aggre- 
gate. Issue  each  one  the  stock  they  are  entitled  to  and  make  the 
proper  entries  on  the  Stock  Books.  While  this  may  sei*\'e  the  purpose 
of  accounting  it  is  not  good  ethics.  The  general  books  do  not  show 
that  an  assessment  has  been  collected  or  even  levied,  but  show  a  cer- 
tain amount  of  advances  or  private  loans  by  the  stockholders. 

241.  Third — Kule  a  special  column  in  the  Cash  Book  for  the  pur- 
pose of  entering  all  sums  collected  on  assessments,  explain  each  entry 
and  carry  the  total  forward  until  the  end  of  the  month  at  which  time 
credit  Assessment  Account  with  the  total. 


Dr. 

CASH  BOOK  WITH  SPECIAL  ASSESSMENT  COLUMN 

Date. 

Name. 

Explanation.          | 

Aseessment 

Folio 

Miscell. 

Total. 

Nov. 

1 
10 

John  Smith 
John  Jones 

lOperct.onlOShs." 
10  per  ct.  on  50  Shs. 

=0 

40 

00 
00 

V 
V 

1 
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242.  The  fourth  way  is  to  make  no  entry  until  the  full  assessment 
is  collected,  when  one  entry  like  the  following  is  made  in  the  Cash 
Book: 


Assessment  Account $20,000 

For  Assessment  No.  1  of  10  per 
cent  on  the  Capital  Stock. 
See  Minute  Book,  etc. 

243.  As  assessments  in  this  and  all  kindred  cases  are  levied  for 
the  purpose  of  paying  debts  or  furnishing  a  Working  Capital,  the  ac- 
count of  credit  might  be  called  Working  Capital  instead  of  Assess- 
ment Account,  however  that  is  merely  a  choice  of  terms.  Some  ac- 
countants dispose  of  the  credit  on  this  account  by  charging  it  with  all 
sums  drawn  out  for  any  purpose  and  then  debiting  the  account  for 
which  they  are  draw^n  and  crediting  Loss  and  Gain  with  the  amount. 
Will  explain:  Suppose  that  $1000  was  drawn  out  for  the  purpose  of 
buying  machinery,  here  would  be  the  entries: 

CASH   BOOK.  Or. 


Working-  Capital $1,000 

Amount  drawn  out  to  purchase 
Machinery. 

JOUKNAL. 

Machinery  Account  Dr     |1,000 

To  Loss  and  Gain |1,000 

(With  explanations.) 

This,  as  will  be  seen,  is  making  work  for  no  good  purpose,  a  prac- 
tice that  should  never  be  indulged  in.  As  a  matter  of  fact  nothing- 
has  been  given  in  exchange  for  the  cash  received  on  assessments  and 
the  w^hole  amount  will  finally  go  to  the  credit  of  Loss  and  Gain,  but 
there  is  no  necessity  for  it  going  in  piece-meal.  The  money  drawn  for 
each  account  should  be  draw^n  from  the  cash  without  any  reference  to 
Assessment  or  Working  Capital,  and  Loss  and  Gain  credited  for  the 
full  amount  at  the  closing  of  the  books  as  shown  in  the  first  method. 

Note:  The  exception  to  this  is  of  course  where  the  assessment  is 
treated  as  a  liability,  as  shown  in  first  and  second  methods. 
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244.  Charge  for  AdvertifiiiKj :  The  charge  for  the  Assessment 
Notice  should  be  made  to  Expense,  or  to  an  Advertising  Account  if  one 
is  kept,  and  borne  by  the  company,  but  the  charge  for  the  Delinquent 
Xotice  should  be  pro  rated  among  the  delinquents,  same  as  the  costs 
of  sale,  and  credited  to  Expense.  Then  when  these  charges  are  paid, 
Debit  Expense  through  the  Cash  Book  to  offset  the  previous  credit 
and  the  transaction  will  be  closed. 

EXAMPLE  NO.  0. 

245.  In  the  previous  examples  Capital  Stock  appears  cre<lited 
with  the  full  authorized  capital.  Now  it  is  not  absolutely  necessary 
that  it  appear  credited  with  the  full  capital  nor  even  with  the  full  sub- 
scription, but  it  is  necessary  that  it  appear  credited  with  the  paid-up 
capital.  Will  now  give  an  example  of  a  company  formed  where  it  is 
desired  that  the  Capital  Stock  Account  shall  be  credited  for  only  the 
Subscribed  Capital  of  the  company. 

A.  B.  C.  D.  and  E.  organize  a  company  for  the  purpose  of  carrying 
on  a  wholesale  grocery  business.  The  (Capital  Stock  is  placed  at  fl50,- 
000.  They  subscribe  for  $;100.000  of  the  stock,  payable  50  per  cent 
down  and  50  per  cent  on  call,  and  they  desire  that  the  books  shall  show 
the  subscribed  capital.     What  are  the  entries? 

Subscription  Account  Dr  §100,000 

To  Capital  Stock §100,000 

A Shares  |20,000 

B.,   Shares 20,000 

C Shares 20,000 

I) Shares 20,000 

E Shares 20.000 

Write  the  names  of  each  stockholder  on  the  Subscription  Account 
leaving  two  lines  opposite  each  name  for  payments.  Credit  each  one's 
payment  opposite  his  name  on  Subscription  Account.  This  account 
will  then  show  the  balance  of  50  per  cent  owing  on  the  Subscribeil 
Capital.  Take  no  account  of  the  Unsubscribed  Capital  on  the  General 
Books.  The  Stock  Ledger,  the  ^Minute  Book,  the  By-Laws  or  even  the 
Certificates  will  show  the  authorized  capital. 
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246.  Supposing  that  at  the  end  of  the  first  year  the  directors  de- 
cide to  call  on  the  stockholders  for  the  balance  of  50  per  cent  due  on 
subscription,  and  also  decide  to  reduce  the  Capital  Stock  to  |100,000, 
what  are  the  entries? 

CASH  BOOK. 


Subscription  Account $50,000 

For  balance  of  50  per  cent  due  on 
subscription  acct.  as  follows  : 

A.  B.  C.  D,  and  E. 

As  will  be  observed  Capital  Stock  has  not  been  credited  for  the 
full  capital  on  the  General  Books  and  therefore  there  is  no  entry  to  be 
made  on  the  General  Books  at  the  time  it  is  reduced.  Simply  make 
the  entry  on  the  minutes,  take  up  the  old  certificates  and  issue  new 
ones  showing  the  new  capitalization,  and  make  the  proper  entries  on 
the  Stock  Ledger. 

EXAMPLE  NO.  7. 

247.  A.  Wood,  B.  Cutter,  C.  Sawyer,  D.  Planer  and  E.  Trimmer 
desire  to  go  into  the  business  of  manufacturing  doors  and  sashes  and 
they  organize  a  company  to  be  known  as  the  Sash  and  Door  Factory 
Company.  The  capital  stock  is  placed  at  |75,000,  750  shares  of  the  par 
value  of  |100  per  share.  They  desire  that  the  capital  stock  shall  be 
credited  for  only  the  paid-up  capital.  They  are  to  pay  cash  for  the 
stock  and  they  each  subscribe  for  100  shares,  what  are  the  entries? 

Credit  Capital  Stock  through  the  Cash  Book  at  the  time  the  stock 
is  paid  for  same  as  shown  in  Example  No.  1,  or  make  a  Journal  entry 
same  as  shown  in  the  same  example.  Make  no  entry  of  the  remaining 
125,000  worth  of  stock  until  it  is  sold.  If  the  stock  was  to  be  paid 
for  in  two  payments  as  in  Exami3le  No.  6  make  one  of  the  following 
entries : 

CASH  BOOK. 


Capital  Stock $25,000 

For  SO  per  cent  of  the  par  value  of 
500  shares  of  stock  as  follows  : 
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JOUliXAL. 

Subscription  Account   ^25,000 

To  Capital  Stock ^25,000 

For  50  per  cent  of  subscription  due  and  i)ayable  as  per  following 
list  of  subscribers. 

(Here  «j;ive  names  and  amounts),  or  the  following  entry: 

Installment  Account    . . : Dr     ?25,000 

To  Capital  Stock |25,000 

For  first  installment  of  50  per  cent  on  sub- 
scribed capital  as  follows  : 

A.  Wood,  100  shares |5,000 

B.  Cutter,  100  shares 5,000 

C.  Sawyer,  100  shares 5,000 

D.  Planer,  100  shares 5,000 

E.  Trimmer,  100  shares 5,000 


125,000 

1?EDUCING  CAPITAL  STOCK  TO  CREATE  A  RESERVE  FUND. 

218.  Suppose  that  at  the  end  of  the  first  year  the  Capital  Stock 
is  fully  subscribed  and  paid  for,  for  the  purpose  of  increasing  the 
capacity  of  the  factory  and  the  company  goes  along  prospering  and 
paying  dividends  for  a  number  of  years,  when  they  strike  a  dull  year 
and  the  books  show  at  the  end  of  this  particular  year  a  loss  of  -^20.000 
on  the  Loss  and  (^ain  Account,  the  directors  do  not  wish  this  showing 
to  appear  on  the  books  and  in  order  to  wipe  it  out  they  decide  to  re- 
duce the  Capital  Stock  to  $50,000  and  show  a  balance  of  $5,000  in  the 
reserve  fund,  what  entry? 

Capital  Stock  Dr     ?25.000 

To  Loss  and  (lain $20,000 

To  Sur])lus  I'und    5.000 

Capital  Stock  rcductMl  jtcr  resolution  of  the  Board  of  Directors, 
^liuute  Book,  page  .... 

This  entry  reduces  the  Capital  Stock  to  S50.000.  balances  the  Loss 
and  Gain  Account  and  shows  a  surplus  (»f  $5,000. 
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219.  Loss  and  Gain  Account  is  credited  for  the  reason  that  the 
liabilities  of  the  company  are  reduced,  and  the  company  as  an  artificial 
entity  has  corrrespondingly  gained.  The  stock  of  the  company  is  now 
reduced  from  750  to  500  shares,  the  old  certificates  are  surrendered 
and  each  stockholder's  account  is  balanced  in  the  Stock  Ledger,  then 
they  are  issued  new  certificates  for  two-thirds  of  the  amount  of  the  old, 
and  accounts  are  re-opened  with  them  in  the  Stock  Ledger.  They  have 
less  stock  now  of  course,  but  it  makes  no  difference  as  far  as  dividends 
are  concerned,  for  instead  of  receiving  a  smaller  percentage  on  a 
greater  number  of  shares,  they  receive  a  greater  percentage  on  a 
smaller  number  of  shares. 

EXAMPLE  NO.  8.— PAYING  FOR  A  PATENT  IN  CASH  AND 

IN  STOCK. 

250.  The  Occidental  Gas  and  Electric  Light  Company  has  an 
authorized  capital  of  |75,000,  and  a  paid-up  capital  of  |50,000  and  E. 
L.  Lighter  owns  a  patent  on  a  combination  Gas  and  Electric  Stove 
which  he  sells  to  them  for  |10,000  and  one-fifth  interest  in  the  company, 
what  entries? 

The  first  thing  to  be  decided  is  how  he  is  to  obtain  the  one-fifth 
interest.  He  may  obtain  it  by  the  old  stockholders  transferring  him 
one-fifth  of  the  stock  they  hold,  that  is  |10,000  worth,  he  would  then 
have  one-fifth  of  the  present  paid  up  capital,  or  he  might  receive  |12,500 
of  the  unsold  or  Treasury  Stock,  in  either  case  he  would  have  one-fifth 
of  the  paid-up  stock  and  the  old  stockholders  would  have  four-fifths. 
If  he  obtained  it  by  the  first  process,  the  old  stockholders,  and  not 
the  company  as  an  artificial  person,  would  be  paying  for  all  the  patent 
cost  in  excess  of  the  $10,000  cash.  In  such  a  case  the  stock  would  be 
transferred  to  him  in  the  usual  way  of  making  transfers  and  the  fol- 
lowing entry  made  on  the  Cash  Book: 

CASH  BOOK. 


Patent   Right $10,000 

Paid  E.  L.  Lighter  for  assignment 

of  his  patent  on  Combination 

G.  &  Iv.  Stove. 
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If  obtained  by  tho  second  and  more  likely  process,  the  following 
entry  niijiht  be  made: 

JOIKXAI.. 
Patent  Kiglit   I  )r     ^22,500 

To  Treasury  fc^tock   »1 2.500 

To  E.  L.  Lighter 10,000 

For  Patent  Tiight  purchased  from  E.  L.  Lighter  to  be  paid  for  in 
.f  12,500  worth  of  Treasury  Stock  and  $10,000  cash. 

Open  an  account  with  Lighter  in  the  Stock  Ledger,  issue  the  stock 
to  him,  then  pay  him  the  cash,  debiting  his  account  in  the  General 
Ledger  and  crediting  cash  in  the  Cash  Book,  and  the  incident  is  closed. 

Or  in  the  following  way: 

JOUUNAL. 

Fir.'^t  J-Jiitri/: 

Patent  Kiglit   Dr     .'<22.5(I0 

To  E.  L.  Lighter S22,500 

(\\'itli  ex])lanations  as  above.) 

Scco)i(l  JJntrj/: 

E.  L.  Lighter  Dr     ,^12.500 

To  Treasury  Stock   812.500 

For  stock  issued  to  Lighter  in  part  ])ayiiu*nt  for  iiis  Patent  Tlight. 

CASH  BOOK. 


E.  L.  Lighter $10,000 

Cash  balance  on  his  Patent  Rig-ht. 


Or  by  this  lucth.Ml: 

JorKXAL. 

Patent    Kight Dr     812.500 

To  Treasury  Stock   812.500 

For shares  of  Treasury  Stock  issued  to  E.  L.  Lighter  as  part 

payment  foi-  his  patent,  per  resolution  of  the  Board  of  Directors,  etc. 
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CASH  BOOK. 


Patent    Right $10,000 

Paid  E.  Iv.  Ligther  balance  on  his 
patent,  per  etc. 


There  are  now  12,500  sliares  of  unsold  or  Treasury  Stock  in  the 
company,  and  the  directors  decide  at  the  end  of  the  year  to  distribute 
this  stock  among  the  present  stockholders,  accordingly  they  prepare  a 
petition  similar  in  form  and  substance  to  the  folloAving: 

251.  Date 

To  the  Board  of  Directors  of  the  Occidental  Gas  and  Electric  Light 
Company. 

ge:ntlemen:— 

We,  the  undersigned,  being  all  of  the  stockholders  of  the  O.  G.  & 
E.  L,  Company,  do  hereby  petition  and  request  that  the  Board  of 
Directors  resolve  and  decree  that  the  Treasury  Stock  of  the  company 
amounting  to  |12,500,  or  16  2-3  per  cent  of  the  capital,  be  distributed 
among  the  present  stockholders  of  the  company  in  propor-tion  to  the 
shares  held  by  each.     Signed, 


Then  follows  Notary's  Certificate. 

The  petition  is  then  brought  up  at  a  subsequent  directors  meet- 
ing and  a  resolution  to  the  above  effect  is  adopted,  after  which  the 
stock  is  distributed  as  ordered : 

252.  This  is  not  a  stock  dividend  and  should  not  be  treated  on 
the  General  Books  as  such.  As  no  exchange  of  value  is  received  for 
the  stock,  an  account  representing  no  value  might  be  opened  to  bal- 
ance the  Treasury  Stock  account.     For  exami^le: 

Bonus Dr     |12.500 

To  Treasury  Stock  |12,500 

Treasury  Stock  distributed  among  the  stockholders  per  resolu- 
tion, etc. 

But,  as  this  Bonus  Account  would  either  have  to  be  carried  as 
an  asset  (which  it  is  not),  or  carried  into  Loss  and   Gain   Account 
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(which  would  reduce  the  assets  and  amount  to  declarinji'  a  dividend), 
a  way  must  be  found  by  which  the  stock  can  be  distributed  without 
impairini;-  the  assets,  and  that  way  is  this: 

253.  Patent  lii.ulit    Dr     $12,500 

To  Treasury  Stock   ^12,500 

Treasury  Stock  distributed  among  stockholders  on  account  of  in- 
creased value  of  Patent  Ri^ht. 

Or  by  this  method:  Appraise  or  inventory  Patent  Ki<;ht  for  *12,- 
500  more  than  it  stands  on  the  books,  close  the  books,  then  Loss  and 
Gain  will  show  an  additional  gain  in  proportion  to  the  increased  value 
of  Patent  Right  Account,  then  debit  Loss  and  Gain  and  credit  Treasury 
Stock  and  make  the  proper  explanations, 

EXAMPLE  XO.  0. 

254.  Suppose  a  mining  company  having  purchased  a  number  of 
shares  of  its  own  stock  at  delinquent  sales  wishes  to  distribute  the 
same  among  the  stockholders. 

Proceed  in  the  same  manner  as  in  Example  Xo  8,  by  petition  and 
resolution,  distribute  the  stock,  make  the  proper  entries  on  the  Stock 
Ledger,  and  then  in  the  General  Ledger  increase  the  value  of  the  mine 
or  plant  sufficient  to  offset  the  amount  of  stock  distributed. 

It  must  be  understood  that  at  the  time  the  company  purchased  the 
stock,  either  Capital  Stock  or  Treasury  Stock  was  debited  for  the  nom- 
inal value  of  the  amount  purchased,  and  Loss  and  Gain  was  credited 
for  the  amount  in  excess  of  the  delinquency  and  costs.  This  excess  is 
the  nominal  gain  and  the  purchase  price  is  the  nominal  loss;  the  actual 
loss  is  the  cost  of  advertising  and  the  expenses  of  sale.  With  this  in 
view.  Loss  and  Gain  might  be  debited  and  Treasury  Stock  credited  for 
the  amount  of  stock  distributed.  It  makes  but  little  difference  which 
course  is  pursued.  By  the  first  metlK^l  the  company  niak^  a  better 
showing  on  the  books,  but  if  a  sale  was  contemplated  the  plant  and 
pr(>i)erty  would  be  examined  by  experts,  the  gross  output  of  it  ascer- 
tained, and  the  purchase  made  without  regard  to  the  showing  of  the 
assets  on  the  books  of  the  company. 
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ENTRIES  FOR  THE  PURCHASE  OF  A  COMPANY'S  OWN 

STOCK. 

255.  Suppose  that  John  Brown  has  10  shares  of  stock  at  |10  per 
share  and  it  is  sold  to  pay  a  delinquent  assessment  of  10  per  cent  and 
the  cost  of  advertising,  etc.,  Avhich  amount  to  an  additional  |10,  and  the 
company-  is  the  purchaser,  what  are  the  entries? 

Jolm  Brown  is  first  charged  with  the  assessment  and  costs  amount- 
ing to  .f20,  and  then  the  following  Journal  entrj^  is  made. 

Treasury  Stock  Dr    $100 

To  John  Brown |100 

For  10  shares  of  Brown's  stock  bought  in  at  delinquent  sale. 

Brown's  account  has  now  a  credit  of  |80,  which  is  disposed  of  by 
the  following  entry: 

John  Brown   Dr     |S0 

To  Loss  and  Gain |80 

For  nominal  gain  on  purchase  of  Brown's  stock  at  delinquent  sale. 

This  closes  Brown's  account  and  shows  flOO  worth   of   stock   in   the 
Treasury. 


Second  Method; 


CASH  BOOK. 


John  Brown S20.00 

The  Company  buys  his  stock  at 
delinquent  sale  and  pays  the 
assessment  and  costs. 


Loss  and  Gain. 


.$20.00 


The  Company  buys  John  Brown's 
stock  paj'ing  therefor  the 
assessment  and  costs. 


JOURNAL. 

Treasury  Stock  Dr    |100 

To  Loss  and  Gain 1100 

John  Brown  loses  his  stock  for  failure  to  pay  assessments  and  the 
same  is  bought  in  by  the  company  and  placed  in  the  Treasury. 

By  either  of  these  methods  Loss  and  Gain  is  credited  for  a  net 
nominal  gain  of  |80,  and  Treasury  Stock  is  debited  for  the  f  100  of  stock 
it  receives.     The  second  method  shown  in  the  Cash  Book  is  the  one 
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contemplated  by  the  law  when  it  says  "and  the  amount  of  the  assess- 
ment, costs  and  charges  due,  must  be  credited  as  paid  in  full  on  the 
books  of  the  company."  The  stock  is  then  transferred  to  the  company 
in  accordance  with  law. 

EXAMPLE  NO.  10. 

256.  As  previously  stated  in  this  work,  some  States  fix  or  limit 
the  profits  of  certain  corporations,  and  if  they  make  a  profit  in  excess 
of  the  limit  fixed,  they  are  re(iiiired  by  law  to  reduce  their  rates  or 
charges.  To  prevent  this  they  water  their  stock.  For  example,  a 
railroad  comi)any  with  a  capital  of  i^^lO.OOO.dOO  is  earning  a  profit  of 
J)  per  cent  when  the  limit  is  fixed  at  (J  per  cent.  On  finding  this  out  it 
increases  its  Capital  Stock  to  |15,000,000  so  as  to  bring  its  earnings 
within  the  limit  of  the  law,  and  then  distributes  this  stock  among  its 
stockholders  ])ro  rata  on  the  basis  of  shares  held  by  each,  what  entry? 

I'^ranchise,  or  liight  of  Way  and  I'^ranchise.  |5,000,000. 

To  Capital  Stock .^5,000,000 

I'or  increase  in  Capital  Stock  distributed  among  the  stockholders 
per  resolution  of  the  Board  of  Directors.  See  page  ....  of  ]\[inute 
Book. 

257.  By  this  entry  an  equal  amount  is  added  to  the  assets  and  lia- 
bilities of  the  company  and  the  net  worth  is  not  disturbe<l  in  the  least. 
Neither  are  the  profits;  instead  of  making  0  per  cent  on  .^10,000,000 
they  make  G  per  cent  on  |15, 000,000,  which  is  the  same  thing.  Water- 
ing stock  is  just  like  watering  milk.  In  the  latter  case  a  milkman  has 
no  more  milk  although  he  has  more  liquid  that  fictitiously  i)asses  for 
milk,  so  in  the  former  case  a  comi»any  has  no  more  capital  although 
it  has  more  slock  Hint  fictitiously  passes  for  caitital,  and  again  as  the 
milkman  will  (d)tain  as  much  butter  fi-om  two  pints  «>f  pure  milk  as 
from  three  ])ints  of  watered  milk,  so  will  the  stockholder  receive  as 
much  in  dividends  from  two  shares  of  legitimate  stock  as  from  thi'ee 
shai-es  of  watered  stock. 

KXAMIM.K  Xn.   11. 

258.  There  are  many  ways  in  which  the  promoters  of  stock  com- 
panies feather  their  own  m^sts.  so  to  s[)eak.  at  the  expense  of  the  st«K-k- 
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holders.  Stockholders  are  often  aware  of  this,  or  at  least  they  are 
suspicious  of  this,  but  they  cannot  prove  it  even  by  an  examination  of 
the  books  so  neatly  and  so  skillfully  is  the  job  executed.  For  this 
reason  people  should  not  rush  into  corporations  without  knowing  some- 
thing of  the  character  of  the  men  back  of  them.  Here  is  one  of  the 
simplest  methods  by  which  the  trick  is  done: 

Brown  has  some  oil  lands  which  are  worth  |5,000,  and  he  enters 
into  a  private  understanding  with  Gray,  Black,  White  and  Green  by 
which  they  are  to  form  a  corporation  with  a  capital  of  |50,000,  divided 
into  50,000  shares  of  the  par  value  of  |1  each.  Brown  is  to  receive 
135,000  worth  of  stock  for  his  oil  lands,  or  seven  times  their  worth, 
with  the  understanding  that  he  is  to  transfer  to  his  associates  three 
shares  of  stock  for  every  share  they  buy.  His  associates  then  purchase 
1250  shares  of  stock,  each  pa3dng  cash  therefor,  and  Mr.  Brown  there- 
upon transfers  3750  shares  of  stock  to  each  for  a  nominal  considera- 
tion and  then  they  have  5000  shares  each  at  a  cost  of  |1250,  or  at  the 
rate  of  25  cents  on  the  dollar.  After  transferring  the  stock  to  his  four 
associates  Mr.  Brown  has  left  just  20,000  shares  for  his  .f5000  worth  of 
oil  lands,  so  that  he  too  has  his  stock  at  25  cents  on  the  dollar.  Now 
we  see  that  Brown  received  35,000  shares  of  stock  and  that  the  other 
four  purchased  between  them  5000  shares,  that  leaves  a  balance  of 
10,000  shares  to  be  sold  and  this  is  sold  at  par  to  furnish  working- 
capital — the  purcliasers  paying  therefor  |10,000.  By  this  arrangement 
the  promoters  furnish  one-half  the  capital  and  own  four-fifths  of  the 
stock,  while  the  rest  of  the  stockholders  furnisli  the  other  half  of  the 
capital  and  own  only  one-fifth  of  the  stock.  The  transfer  of  the  stock 
appears  on  the  books  of  the  company  at  an  opportune  time,  but  of 
course  the  consideration  does  not  have  to  appear,  and  as  far  as  the 
books  are  concerned  they  do  not  reveal  anything  fraudulent  in  the 
transaction.  Of  course  honest  men  will  not  engage  in  this  kind  of 
business,  hence  the  admonition  in  the  beginning  of  this  paragraph — 
before  investing  in  any  of  those  schemes  where  they  have  "just  so  many 
shares  of  stock  to  sell"  be  sure  the  men  back  of  the  enterprise  are  re- 
liable, and  later  on  you  will  not  find  that  you  have  only  a  fifth  interest 
in  a  business  for  which  you  furnished  one-half  of  the  capital. 

EXAMPLE  NO.  12. 

259.     Suppose  a  partnership  with  a  net  capital  of  |75,000  is  con- 
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verted  into  a  corporation  with  a  capital  of  .^100,000.  Paid-up  stock 
is  issued  to  the  partners  for  $75,000  and  the  reniaininii"  .^25,000  worth 
of  stock  is  to  be  sold  for  working  capital,  what  entry? 

We  will  suppose  that  the  remainder  of  the  stock  is  sold  for  cash. 

JOUKXAL. 

Subscription  Account .^100.000 

(Here  give  names.) 

To  Capital  Stock §75.000 

To  Working  Capital 25.000 

Have  simply  given  this  to  illustrate  a  rather  peculiar  method  of 
dividing  the  capital.  The  idea  is  that  the  company  has  an  operating 
cash  capital  of  |25,000  over  and  above  its  plant,  material,  etc.,  but  as 
the  company  operates  on  its  plant,  material,  etc.,  just  as  much  as  on 
its  cash  capital,  and  as  its  cash  capital  will  in  all  likelihood  be,  at  least 
partially,  converted  into  material,  etc.,  I  can  see  no  good  reason  for 
opening  a  separate  account  for  it.  I  believe  that  so  long  as  the  capital 
is  fully  paid  up,  as  in  this  case,  it  should  be  represented  by  one  account, 
and  that  no  good  can  come  out  of  dividing  it.  Furthermore  the  Cai)ital 
Stock  Account  does  not  represent  either  the  nominal  or  actual  capital 
of  the  company  and  this  fact  alone  should  condemn  the  method. 

EXAMPLE  NO.  18. 

2G0.  Suppose  the  case  of  a  company  whose  Capital  Stock  is  fully 
subscribed  by  the  incorporators  (see  Example  No.  5),  and  wishing  to 
obtain  more  working  capital  they  each  transfer  to  the  company,  pro 
rata,  a  certain  number  of  shares  to  be  sold  for  the  purpose  of  obtain- 
ing the  desired  working  capital.  Capital  Stock  can  not  be  credited 
with  the  sales  of  this  stock  for  the  reason  that  it  is  already  credited 
with  the  full  authorized  cai)ital.  Some  accountants  debit  Treasury 
Stock  for  the  amount  of  stock  so  received  and  credit  Working  Capital, 
others  make  no  entry  of  the  matter  until  some  of  the  stock  so  obtained 
is  sold,  wlR^n  they  credit  Working  Capital  for  the  amount  of  the  sales. 
iSee  comments  following  Example  5,  i)aragraph  229.)  Some  account- 
ants allow  this  Working  Capital  Account  to  stand  on  the  books  of  the 
company  until  the  liquidation  of  the  company  when  it  is  closeil  into 
Loss  and  Gain  Account  as  a  gain,  and  they  reason  thus  on  the  subject: 
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"Since  the  proceeds  realized  on  the  sale  of  the  stock  that  gave  to  Work- 
ing Capital  its  credit  are  to  be  retained  and  used  as  a  working  or  oper- 
ating capital,  the  account  should  not  be  closed  when  a  dividend  is  de- 
clared, but  should  remain  on  the  books  as  a  credit  until  the  company 
goes  into  liquidation.''  Now  the  objection  to  this  method  is  this:  All 
credits  are  either  liabilities  or  gains,  and  if  gains  should  be  closed  into 
the  Loss  and  Gain  Account  when  the  books  are  closed.  If  this  is  not  done 
it  has  to  stand  on  the  books  as  an  apparent  liability,  which  it  is  not, 
and  must  appear  on  the  annual  statements  under  the  heading  "Liabil- 
ities," which  is  somew^hat  misleading.  So  long  as  it  has  to  be  closed  into 
Loss  and  Gain  Account  it  might  as  well  be  closed  first  as  last 
and  the  Working  Capital  Account  wiped  out.  As  a  matter  of  fact  the 
company  is  operating  on  all  its  capital  invested,  and  not  merely  on  a 
part  of  it,  and  for  the  reasons  given  in  the  preceding  example  and  the 
ones  adduced  here,  there  does  not  appear  to  be  any  sound  reasons  for 
carrying  the  Working  Capital  Account  along  year  after  year.  If  we 
accept  the  dogma  laid  down  in  the  foregoing  quotation  "Working 
Capital"  is  a  fixed  quantity  and  must  remain  so  whether  the  company 
is  prosperous  or  insolvent. 

Note:  It  is  practically  impossible  to  illustrate  every  conceivable 
manner  in  which  corporations  may  be  organized,  and  consequently 
every  conceivable  manner  in  which  the  books  may  be  opened,  but  we 
believe  a  careful  study  of  the  examples  presented,  the  problems  solved 
and  the  advice  and  instructions  given  will  enable  the  student  to  cope 
with  the  most  difficult  problem  that  may  arise  in  the  way  of  opening 
corporation  books. 

Will  now  give  some  examples  in  changing  Partnership  Books  to 
Corporation  Books,  and  also  examples  in  consolidating  two  or  more 
corporations. 

PARTNERSHIP  BOOKS  CHANGED  TO  CORPORATION  BOOKS. 
EXAMPLE  NO.  1. 


grocery  business  and  they  desire  to  incorporate  under  the  name  of  "The 
Staple  and  Fancy  Grocery  Co."  The  capital  stock  is  placed  at  |25,000 
— 250  shares  of  $100  each.     They  are  to  receive  paid-up  stock  in  the 
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new  corporation  at  par  value  Un-  their  interest  in  the  business  and  G. 
n.  White  and  I.  J.  Bhick  are  to  be  sold  one  share  of  stock  each  for  cash, 
in  order  to  complete  the  tive  necessary  to  form  a  corporation.  Capital 
8tock  is  to  be  credited  for  the  paid  up  capital  only.  What  are  the  en- 
tries necessary  to  close  the  books  of  the  old  concern  and  open  the  books 
of  the  new? 

2G2.  First  take  a  Trial  Balance  oft'  the  old  books,  then  take  an 
inventory,  then  close  all  the  accounts  of  loss  and  gain  and  all  losses 
and  gains  on  fixed  and  active  assets  into  the  Loss  and  Gain  account, 
then  close  the  private  accounts  of  the  partners  into  their  respective 
stock  accounts  (it  a  stock  account  be  kept  with  each),  then  balance  their 
private  stock  accounts  and  you  will  have  the  net  investment  or  net 
worth  of  each  partner,  then  prepare  a  balance  sheet  or  statement  in  the 
following  form: 

2G3.  ASSETS. 

Merchandise  on  hand  per  inventory .f  15,000 

Store  and  Office  Fixtures 1.500 

Horses  and  Wagons 500 

Accounts  Receivable 5.000 

Bills  Receivable 1.000 

Cash  on  hand  and  in  ]3ank 1.000 

§24,000 

LIABILITIES. 

A.  B.  Smith,  Stock  Account SIO.OOO 

C.  D.  Jones,  Stock  Account C.OOO 

E.  F.  Brown,  Stock  Account 5.000 

Accounts  Payable 1.250 

Bills  Payable  1.750 

|;24.000 

2G4.     Now  i>r()(<'«'(i  to  (lose  the  «dd  books  by  the  following  entries: 

First  Entrji: 

The  Stai»h'  and  V-Mwy  Grocery  Co Dr     .'<24.(I00 

To  Merchandise S15.000 

Store  and  Office  Fixtures 1.500 

Horses  and  Wagons 500 

Accounts  Keceivable  (itemize  if  not  too 

many)  5,000 

Bills  Receivable  (per  Bill  Book) 1.000 

Cash  (per  Cash  Book) 1.000 
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This  entry  closes  all  the  accounts  of  resource  on  the  old  books  and 
opens  an  account  with  the  new  firm  in  the  old  ledger. 

Second  Entry: 

Sundries  Dr.  to  "The  Staple  and  Fancy  Grocery 
Co." 124,000 

A.  B.  Smith,  Stock  Account |10,000 

C.  D.  Jones,  Stock  Account 6,000 

E.  F.  Brown,  Stock  Account 5,000 

Accounts  Payable 1,250 

Bills  Payable 1,750 

These  two  entries  close  all  the  accounts  of  resource  and  liability 
on  the  old  books  and  also  the  account  opened  with  the  new  company, 
and  they  show  that  the  new  company  has  taken  over  all  the  assets  and 
liabilities  of  the  old  concern. 

Note:  The  personal  accounts  aggregating  the  amount  of  "Ac- 
counts Keceivable"  are  closed  on  the  old  ledger  by  a  red  ink  entry  and 
reopened  on  the  new  ledger,  giving  the  page  of  the  old  ledger  from 
which  they  are  taken. 

Following  are  the  Journal  entries  for  openino;  the  books  of  "The 
Staple  and  Fancy  Grocery  Co. :" 

265.     First  Entry: 

Subscription  Account Dr  |21,000 

A.  B.  Smith,  100  shares |10,000 

C.  D.  Jones,  60  shares 6,000 

E.  F.  Jones,  50  shares 5,000 

To  Capital  Stock $21,000 

For  the  amount  of  stock  subscribed  for  and  taken  by  Smith,  Jones 
and  Brown  for  amount  of  their  Private  Stock  Accounts  in  old  concern. 
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2G6.     Hecond  IJiilnj: 
Sundries  Dr. 

Merchandise ^15.000 

Stores  and  Office  Fixtures 1,500 

Horses  and  Wagons  500 

Accounts  Receivable  (personal  accounts 5.000 

Bills  Receivable  (per  Bill  Book) 1.000 

Cash 1,000 

To  Subscription  Account   ?2 1.000 

Smith,  Jones  &  Brown  pay  their  subscrip- 
tion by  transferring-  their  stock  accounts 
in  the  old  firm  for  stock  in  the  new 
Company 

Accounts  Payable  (personal  Accounts)  1.250 

Bills  Payable  (per  Bill  Book) 1.750 

When  these  entries  are  posted  the  assets  and  liabilities  of  the  old 
rirm  are  transferred  to  the  books  of  the  new  company.  Capital  Stock 
is  credited  for  the  amount  of  stock  issued  to  the  old  partners,  the  sub- 
scription account  is  in  balance  and  so  are  the  books.  When  White  and 
Black  pay  their  subscriptions  the  foUowinj;  entry  is  made  in  the  Cash 
Book: 

Capital   Stock $200.00 

Ct.  H.  White $100.00 

I.  J.  Black 100.00 

Or  instead  of  the  Cash  Book  entry.  Subscription  Account  may  be 
debited  through  the  Journal  and  Capital  Stock  credited,  and  when  the 
stock  is  paid  for.  Subscription  Account  will  be  credited,  when  it  will 
balance,  or  in  making  the  lirst  entry  Subscription  Account  might  have 
been  debited  and  (.'apital  Stock  credited  for  §21.200  and  the  name  of 
White  and  Black  added  to  the  list  of  subscribers,  that  is  after  the  old 
partners  names— see  first  entry. 

EXAMPLE  NO.  2. 

207.  A.  B.  SttH»le  and  C.  I).  Irons  are  partners  in  the  hardware 
business,  and  they  desire  to  form  a  corporation,  interest  new  capital 
and  enlarge  their  business.  The  new  company  is  to  be  capitalized  for 
8100,000  divided  into  1.000  shares  of  ><100  each.     Steele  and  Irons  are 
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to  take  stock  in  the  new  company  for  their  net  investment  in  the  old 
firm  and  E.  P.  Nutt,  G.  H.  Hammers  and  I.  H.  Mower  are  each  to  sub- 
scribe for  110,000  worth  of  stock,  for  which  they  are  to  pay  50  per  cent 
cash  down  and  give  their  notes  for  the  balance,  and  the  remainder  of  the 
stock  is  to  be  held  in  the  treasury.  The  new  members  examine  all  the 
assets  of  the  old  firm  and  cause  all  w^orthless  accounts  to  be  carried 
into  Loss  and  Gain  Account  before  the  books  are  closed,  with  the  un- 
derstanding that  if  any  of  these  accounts  are  subsequently  collected, 
Steele  and  Irons  are  to  have  the  option  of  taking  Treasury  Stock  for 
the  amount,  and  if  any  further  accounts  are  lost  they  are  to  have  the 
option  of  paying  the  amount  of  such  losses  to  the  corporation  or  sur- 
rendering stock  to  that  amount.  The  following  statement  is  then  taken 
off  the  books: 

268.  RESOUKCES. 

Merchandise  |50,750 

Fixtures  and  Office  Furniture 2,225 

Horses  and  Wagons  1,000 

Accounts  Receivable 10,500 

Bills  Receivable 2,450 

Real  Estate  (store  builiug  and  lots) 3,000 

Cash 3,500 

173,425 

LIABILITIES. 

A.  B.  Steele,  Stock  Account |25,315 

C.  D.  Irons,  Stock  Account 22,450 

Accounts  Payable 18,310 

Bills  Payable 7,350 

173,425 

(Entries  to  close  the  books  of  the  old  firm,  same  as  in  Example 
No.  1.) 

ENTRIES  TO  OPEN  THE  BOOKS  OF  THE  NEW  COMPANY. 

269.  Before  making  the  first  entry  it  must  be  understood  that  Mr. 
Steele  subscribes  for  and  takes  253  shares  of  stock  which  leaves  him  a 
credit  balance  of  |15  and  Mr.  Irons  subscribes  for  and  takes  224  shares 
which  leaves  him  a  credit  of  |50. 
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First  Entry : 

Sundries  Dr.  to  Capital  Stock f  100,000 

Subf<ciij>tion  Account |77,700 

A.  B.  Steele,  253  shares 125,300 

C.  D.  Irons,.  221  shares 22,100 

E.  F.  Nutt,  100  shares 10,000 

G.  II.  Hammers,  100  shares 10,000 

I.  J.  Mower,  100  shares 10,000 

Treasury  Stock 22,300 

223  shares  unsold. 

270.     i^a-ond  Entry: 

Sundries  Dr. 

Merchandise   $50,750 

Fixtures  and  Furniture 2,225 

Horses  and  Wagons 1,000 

Accounts  Keceivable 10,500 

Bills  Receivable   2,150 

Beal  Estate   3,000 

Cash    3,500 

To  Subscription  paid  by  S.  &  I..  .  §17,700 

A.  B.   Steele,  bal.  after  paying  15 

subscription  15 

C.    D.    Irons,    bal.    after    paying 

subscription   50 

Accounts  I»ayable 18,310 

Bills  Payable   7,350 

Instead  of  the  last  entry  the  following  entry  might  be  substituted: 

To  A.  R.  Steele,  credit  from  old 

firm's  books f 25,315 

To  C.  D.  Irons,    credit    from    (dd 

firm's  books 22,150 

Then  another  entry  like  this  in  the  Journal: 

Sundries  Dr.  to  v^nbscripiion .?17.70(^ 

A.  B.  Steele |25,300 

C.  D.  Irons 22.400 

For  amount  of   their  subscrijUion   to   the  Capital   Stock   of  the 
Company. 
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In  either  ease  the  old  partners  would  have  a  credit  balance  on  the 
new  books  which  would  be  wiped  out  by  paying  them  the  amount  in 

cash. 

Subscription  account  is  now  debited  for  $77,700  the  full  amount 
subscribed  and  credited  for  |47,700  the  amount  paid  by  Steele  and 
Irons,  leaving  a  balance  of  |30,000  which  is  to  be  paid  by  the  re- 
maining members  of  the  Company.  As  soon  as  they  pay  their  50  per 
cent  in  cash,  Subscription  account  is  credited  through  the  Cash  Book 
and  the  following  Journal  entry  is  made  for  the  balance: 

271.  Bills  Eeceivable  Dr    |15,000 

To  Subscription  Account |15,000 

Nutt,  Hammers  and  INEower  give  their  notes  for  |5,000  each  in  pay- 
ment of  balance  due  on  their  subscription,  see  Notes ,  Bill  Book, 

page 

This  last  entry  balances  the  Subscription  Account. 

Supposing  that  Steele  and  Irons  collect  |200  of  the  old  firm's  ac- 
count which  were  called  lost,  and  that  they  arrange  between  them- 
selves to  take  one  share  each  of  Treasury  Stock  therefor,  what  entry? 

272.  CASH  BOOK. 


Treasury  Stock $200.00 

Steele  &  Irons,  1  share  each. 


Issue  then  the  stock  and  make  the  proper  entries  in  the  Stock  Ledg-er. 

273.  Suppose  that  the  new  company  loses  f200  more  of  the  old 
firm's  accounts,  and  that  according  to  agreement  the  old  partners  de- 
cide to  forfeit  one  share  of  stock  each  to  the  company,  what  entry? 

Treasury  Stock  Dr    |200 

To  Loss  and  Gain |200 

Steele  and  Irons  forfeit  one  share  of  stock  each  to  make  up  for  bad 
accounts  turned  over  to  the  Company  as  an  Asset. 

The  reason  for  crediting  Loss  and  Gain  is  that  this  account  has  pre- 
viously been  debited  for  the  accounts  lost. 
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EXAMPLE  NO.  3. 

274.  A.  D,  Webb  and  C.  D.  Press  are  euga^'ed  in  publishing!:  a 
daily  and  weekly  newspaper  known  as  the  "Daily  and  WtM-kly  Keflex" 
and  E.  F.  Ashland,  G.  H.  Arj>yle  and  I.  J.  Stirling  are  partners  in  the 
Book  and  Job  Printing  business.  K.  L.  Bond,  manager  for  Webb  & 
Press,  brings  about  an  understanding  between  the  two  firms  by  which 
they  agree  to  consolidate  their  plants  and  their  capital  and  form  a  cor- 
poration to  be  known  as  ''The  Keflex  Publishing  Company."  The 
Capital  Stock  is  placed  at  |150,000,  divided  into  3,000  shares  of  foO 
each.  The  members  of  the  respective  partnerships  are  to  receive  stock 
in  the  corporation  in  proportion  to  their  holdings  in  the  old  firms  and 
Mr.  Bond  is  to  receive  a  bonus  of  20  shares  of  paid-up  stock  for  his 
services  in  forming  the  new  company,  the  remainder  of  the  stock  is 
to  be  held  as  Treasury  Stock.  Webb  &  Press  have  had  their  business 
divided  into  departments,  each  department  having  its  own  account  of 
income  and  expenses,  and  they  desire  that  this  system  shall  prevail  in 
the  new  company.     What  are  the  entries? 

STATEMENT  OF  WEBB  &  PRESS. 

ASSETS. 

Plant,  Machinery,  etc ?40,000 

Associated  Press  Franchise  5,000 

Materials  and  Supplies 3,000 

Horses  and  Buggies 1,000 

Furniture  and  Fixtures 1,500 

Accounts  Receivable  (due  on  advertising) 10.000 

Subscription  Accounts  routes — (estimated) 3.000 

Subscription  Accounts — mail  (estimated) 1,000 

Subscription  Accounts — weekly  (estimated). . .  .  1,500 

Agents  (subscription)  1,000 

Cash   8,000 

|!75,000 

LIABILITIES. 

A.  B.  Webb,  Private  Stock  Account .^40,000 

C.  D.  Press,  Private  Stock  Acccnint 32.000 

Accounts  Payable  3.000 

f75,000 
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275.  STATEMENT  OF  E.  F.  ASHLAND  &  CO. 

ASSETS. 

Plant,  MacMnery,  etc $2-5,000 

Eaw  Material  and  Partly  Completed  Work 4.000 

Accounts  Receivable 3,000 

Bills  Receivable  1,000 

Cash   2,000 

$35,000 

LIABILITIES. 

E.  F.  Ashland.  Private  Stock  Account $12,000 

G.  H.  Argyle,  Private  Stock  Account 10,000 

I.  J.  Stirling,  Private  Stock  Account 10,000 

Accounts  Payable   2,000 

Bills  Payable 1,000 

$35,000 

Close  the  books  of  both  partnerships  as  shown  in  Examples  Nos. 
1  and  2. 


orp:Nixo  THE  kuoks  of  tiii:  i:i:fi.i:x  itblishing 

COMPANY. 
27().     First  Entrij:  , 

Snnclries  Dr. 

Subsci-ii)ti(>ii  Account,  Siibscribf^l 
Capital   §104,000 

Treasury  Htock,  Unsubscribed  Cap- 
ital    40.000 

Plant,  turned  over  by  Webb  ."^'  Press     ,S40,000 

Plant,  turned  over  by  Ashland  cV'  C(».       2."i.l)00         r>5,000 

Press  Franchise,  A\'ebb  &  Press 5.000 

Materials,  etc..  by  Webb  cS:  Press...  .  3,000 

3Iaterials,  etc.,  by  As)dau«K^c  Co 4,000  7,000 

Horses  and  Buogies— Webb  ^:  Press  1,000 

Furniture    and    Fixtures- -Webb    «S: 

Press   1,500 

Accounts  lieceivable— Webb  .S:  Press       10,000 
Accounts  Keceivabl^-Ashland  &  Co         3,000         13.000 

Bills  Beceivable-Ashland  &  Co..  . .  1,000 
Subscription  Accounts  —   Routes — 

Webb  »S:  Press 3,000 

Sub.  Daily  :Mail— Webb  .Vc  Press 1.000 

Sub.  Weekly— \\'ebb  &  Press 1,500 

Agents  (Subscription)  Webb  cS:  I'ress  1,000 

Cash.  Webb  &  Press 8,000 

Cash,  Ashland  vV  Coiiii»nny 2.000         10.000 

To  Cai)ital  Stock .si.jO,000 

To  Subscription  (paid  as  fcdloAvs).  104,000 

A.  B.  \Vebb,  800  shares 40,000 

C.  D.  Press,  040  shares 32.000 

E.  F.  Ashland.  240  shares 12,000 

C.  II.  Aroyle.  200  shares 10,000 

I.  J.  Sririing.  200  shares 10,000 

Accounts  Payable  W.  ^:  P 3,000 

Accounts  Payable  A.  .S:  Co 2,000  5,000 

Bills  Payable  A.  .K:  Co 1,000 

^200,000     $200,000 
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Second  Entry: 

Commission  Accoimt  |1,000 

To  Treasury  Stock |1,00(> 

K.  L.  Bond  receives  a  commission  or  bonus  of  20  sliares  of  paid-up 
stock  for  his  services  in  bringing"  about  the  formation  of  the  new  com- 
pany. 

N.  B.  It  may  be  said  in  explanation  of  this  last  entry  that  a  cor- 
poration has  a  legal  right  to  issue  stock  for  services  rendered. 

277.  The  Commission  Account  will  stand  on  the  books  as  a  loss 
until  the  time  of  closing  when  it  will  be  carried  into  Loss  and  Gain 
Account. 

278.  Each  department  will  now  be  conducted  separately,  and  by 
a  special  process  of  department  accounting,  and  method  of  distributing 
the  General  Expense  and  Loss  and  Gain  Accounts  in  a  certain  rela- 
tive proportion  among  the  various  departments,  the  receipts  and  ex- 
penditures, losses  and  gains,  and  the  net  profits  or  net  loss  of  each  de- 
partment can  be  almost  accurately  arrived  at,  but  I  must  not  wander 
from  my  purpose  in  going  into  details,  as  the  object  is  to  treat  of  Cor- 
poration Accounting  and  not  accounting  in  general. 

COJSSOLIDATING  CORPOr.ATIONS. 
EXAMPLE  NO.  1. 

279.  The  Mascot  Mining  Company  and  The  Columbus  Mining 
Company  own  contigious  properties  and  they  desire  to  consolidate  for 
the  purpose  of  operating  under  one  management  and  with  one  set  of 
stamps.  The  Mascot  Mining  Company  is  capitalized  for  flOCOOO,  1,000 
shares  of  |100  each,  |S0,000  of  which  is  subscribed  and  paid  for  and  no 
entry  appears  on  the  books  for  the  balance,  and  The  Columbus  Mining 
Co.  for  1150,000,  15,000  shares  of  |10  each,  |100,000  paid  up  and  |50,000 
in  Treasury  Stock.  They  are  to  consolidate  under  the  name  of  the  Con- 
solidated Columbus-Mascot  Mining  Company.  The  Capital  Stock  is 
placed  at  |250,000,  2,500  shares  of  |100  each,  and  the  stockholders  are 
to  receive  stock  in  the  new  company  in  proportion  to  the  appraised 
value  of  their  property  in  the  old  companies,  the  unsubscribed  stock  is 
to  be  placed  in  the  treasury.  In  addition  to  this  the  stockholders  in 
the  Mascot  Mining  Company  are  to  receive  5  per  cent  cumulative  Pre- 
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ferred  Stock,  instead  of  ordinary  stock,  on  account  of  tlie  advanced 
state  of  development  of  the  ^lascot  and  the  better  shape  of  the  company. 
The  Consolidated  Company  is  to  assume  all  the  liabilities  of  the  old 
companies.  What  are  the  entries  to  close  the  books  of  thc^  old  com- 
panies and  open  the  books  of  the  new  company? 

Note:  It  must  be  understood  that  if  the  charters  of  the  old  com- 
panies do  not  permit  them  to  cons(didate,  they  must  be  amended  so  as- 
to  permit  them  to  do  so. 

2S0.  STATEMENT  OF  THE  MASCOT  :MINING 

COMPANY. 

Resources.                         Book  Value.  Appraised  Value 

Mine,  The  ^ilascot J^oO.OOO  §75.000 

Machinery  and  Tools 40.000  30,000 

Stores  and  Supplies 1.500  2,000 

Buildings  and  Lumber 1,500  2,000 

Water  Rights 1,000  1,000 

Real  Estate,  Timber  Land.  .           1.000  1,000 

Amalgam    3,000  3,000 

Cash 6,000  0.000 

1101,000 |120,00a- 

Liabilities.  Book  Liability.     Appraised  Liability.. 

Capital  Stock,  paid  up .? 80,000  §80,000 

Accounts  Payable  5,000  5,000 

Wages  Due 5.000  5.000 

Surplus  Fund  (Red  Ink). . . .         11,000  30,000 

.?1 01,000 «120,000 

It  will  be  seen  from  the  above  statement  that  the  company  has  a 
net  surplus  of  |30,000  over  its  original  investment,  on  its  appraised 
value,  in  other  words  it  has  $1.37^  for  every  ^1  invested,  and  it  is  to- 
receive  |1.37^  worth  of  stock  in  the  consolidated  coinjiany  for  every 
dollar's  worth  of  stock  in  the  old  company. 

To  put  it  in  another  way: 

Paid-up  Capital   .«80.000 

Surplus  over  all  Liabilities 30.000 

Actual  (;a])ital  (Payable  in  Consolidated  Stock).      ?1 10.000 
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281.  ENTRIES  TO  CONSOLIDATE  THIS  COM- 

PANY AND  CLOSE  ITS  BOOKS. 

First  Eniry: 

The    Consolidated    Columbus-Mascot    Mining 

Company Dr    |120,000 

To  Mine  Account |75,000 

Machinery  and  Tools 30,000 

Stores  and  Supplies 2,000 

Buildings  and  Lumber 2,000 

Water  Rights 1,000 

Real  Estate  1,000 

Amalgam 3,000 

Cash G,000 

This  entry  opens  an  account  with  the  Consolidated  Company  and 

balances  Water  Right,  Real  Estate,  Amalgam    and    Cash    Accounts. 

Mine  Account,  Stores  and  Supplies  and  Buildings  have  credit  balances 

of  125,000,  foOO  and  |500  respectively  and  these  are  balanced  by  the 

Second  Eniry: 

Sundries  Dr.  to  Loss  and  Gain : |26,000 

Mine  Account  |25,000 

Stores  and  Supplies 500 

Buildings  and  Lumber 500 

For  increased  value  of  these  accounts  per  appraisement. 

This  balances  all  the  resource  accounts  excepting  Machinery  and 

Tools,  on  which  there  is  a  debit  balance  of  |10,000.     This  is  closed  by 

the 

'Third  Entry: 

Loss  and  Gain Dr     flO.OOO 

To  Machinery  and  Tools |10,000 

For  loss  on  Machinery  and  Tools  per  appraisement. 

Fourth  Entry: 

Sundries  Dr.  to  the  Consolidated  Mining  Co. .  .  |120,000 

Capital  Stock  fSO.OOO 

Accounts  Payable  (Itemize) 5,000 

Wages  Due 5,000 

Surplus  Fund   30,000 
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For  liabilities  of  the  Mascot  Miniiiii  ('(»iiii)aiiy  transferred  to  and 
assumed  by  The  Consolidated  Company. 

It  will  be  noted  that  in  the  Second  Entry,  Loss  and  Cain  is  creditetl 
with  a  oaiii  of  |2().000  and  in  the  Third  Entry  it  is  debited  with  a  loss 
of  $10,000,  leaving  a  credit  on  this  account  of  J!i;i(5,000.  It  will  also  be 
noted  that  on  the  books,  before  making  the  closing  entries  that  Sur- 
plus Fund  had  a  credit  of  |14,000,  in  the  Fourth  Entry  it  is  debited  with 
f 30,000,  leaving  a  debit  balance  on  this  account  of  -^H>.000,  so  we 
make  a 

Fifth  Kntrii: 

Loss  and  Cain Dr     .^Hl.OOO 

To  Surplus  l^ind $10,000 

For  net  gain  in  the  assets  of  The  ^lascot  Mining  Company,  per  a[>- 
praisement. 

This  closes  all  the  accounts  on  the  books,  and  shows  that  the 
Assets  and  Liabilities  of  the  com])any  have  been  transferred  to  the  new 
company.  It  only  remains  now  for  the  stockholders  to  surrender  their 
stock  and  have  all  the  accounts  closed  on  the  Stock  Ledger. 

282.       STATEMENT  OF  TUE  COLUMBUS  MIXIXC 
COMPANY. 

llesources.                          Hook  \'alue.  A]»praised  A'alne. 

Mine,  the  Columbus siM).()0O  .^To.OllO 

Machinery  and  Tools 25.000  24.000 

Stores  and  Supplies 2.r)00  2.r)00 

Buildings  and  Lumber 2.000  L^OO 

AVater  liights 1,500  1,000 

Amalgam   1.500  1,500 

Cash   2.500  2.500 

Treasury  Stock    50.000 

Im])airment   (»!'  <  'npital  du-d 

ink)    5.000 

SI  75.000 §113.000 

Liabilities.                                  Book.  Api)raised. 

Cai)ital  Stock    .<150.000  SIOO.OOO 

Bills  l»ayable 5.000  5,000 

Wages  i)ue   S,000  8,000 

Surplus  Fund  12,000 

$175.000 §113,000 
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It  will  be  observed  from  the  above  statement  that  Capital  Stock 
was  credited  for  the  full  capital  and  that  Treasury  Stock  was  debited 
for  the  unsold  stock.  In  making  the  appraisement  Treasury  Stock  was 
not  figured  as  an  assert,  neither  was  its  equivalent  in  Capital  Stock 
figured  as  a  liability.  It  will  be  further  observed  that  the  books  showed 
a  surplus  of  |12,000,  but  the  assets  shrunk  |17,000  on  appraisement, 
so  that  instead  of  the  assets  exceeding  the  liabilities  by  |12,000  they  fall 
short  of  the  liabilities  by  |5,000,  hence  the  capital  is  impaired  in  the 
amount  of  |5,000,  and  this  explains  the  last  entry  on  the  statement  of 
resourcies,  it  simply  took  that  much  to  balance  the  liabilities.  We  now^ 
deduce  the  following  statement: 

Authorized  Capital   |150,000 

Treasury  Stock  (unsold)  50,000 

Paid-up  Capital  . . . '. 100,000 

Impairment  of  Capital 5,000 

Actual    Capital    (payable     in     Consolidated 

Stock)  95,000 

From  this  w^e  see  that  the  stockholders  Avill  receive  95  cents  on  the 
dollar  for  their  stock,  or  95  cents  worth  of  new  stock  for  every  dollars 
worth  of  the  old  stock. 

283.         ENTIQES  TO  CLOSE  THE  BOOKS  OF  THE 
COLUMBUS  MINING  COMPANY. 
First  Entry: 

The    Consolidated    Columbus-Mascot     Mining- 
Company  Dr     1108,000 

To  Mine  Account |75,000 

Machinery  and  Tools 24,000 

Stores  and  Supplies 2,500 

Buildings  and  Lumber 1,500 

Water  Rights 1,000 

Amalgam 1,500 

Cash   2,500 

For  appraised  value  of  assets  transferred  to  The  Consolidated  Col- 
umbus-Mascot Mining  Company. 
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■Second  Enirij: 

Loss  and  (iain  Dr.  to  Suudries §17.000 

To  Mine  Account .§15,000 

^rachinery  and  Tools 1,000 

JJuildings  and  Lumber 500 

Water  liiohts 500 

For  loss  on  above  resources  as  shown  by  appraisers,  statement: 

Third  Entry : 

Sundries  Dr.  to  Sundries. 

Capital  Stock  $150,000 

Surplus  Fund 12,000 

Bills  Payable  5,000 

Wages  Due 8,000 

Treasury  Stock  §  50,000 

Loss  and  Gain 17,000 

The  Consolidated  Columbus  M.  Co. . .  108,000 

This  balances  all  the  accounts  on  the  Columbus  Mining  Company's 
books. 

It  will  be  noticed  that  the  Consolidated  Company  was  to  assume 
iill  the  liabilities  of  the  Columbus,  and  these  liabilities  are: 

Bills  Payable  $5,000 

Wages  Due 5,000 

Capital    Stock,    appraised    value    (due  stock 

holders)  95,000 

Total  Liabilities  |108,000 

Instea<l  of  the  Third  Entry,  the  following  entries  might  be  made: 

First: 

Capital  Stock  Dr     $150,000 

To  the  Consolidated  C.M.M.  Co 95,000 

Appraised  value  of  stock. 

Treasury  Stock   50.000 

Formerly  credited  to  Capital  Stock. 

Loss  and  Gain  5.000 

Impairment  of  Capital  now  charged 
to  Capital  Stock  account. 
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This  entry  balances  the  Capital  Stock  and  Treasury  Stock  ac- 
counts, charges  the  Consolidated  Company  with  that  part  of  the  liabili- 
ties represented  by  the  Capital  Stock  of  the  old  company  and  reduces 
the  Loss  and  Gain  account  to  |12,000. 

Second: 

Sundries  Dr.  to  Consolidated  C.-M.  M.  Co |13,000 

Bills  Payable  f 5,000 

Wages  Due   8,000 

This  entry  balances  all  the  liabilities  and  also  the  account  opened 
with  the  Consolidated  Company,  the  only  accounts  now  open  are  Sur- 
plus Fund,  which  is  credited  with  .fl2,000  and  Loss  and  Gain,  which  is 
debited  with  |12.000,  and  these  are  closed  by  the  following  entry: 

Surplus  Fund   |12,000 

To  Loss  and  Gain |12,000 

284.     ENTRIES  TO  OPEN  THE  BOOKS  OF  THE  CON- 
SOLIDATED COLUMBUS-MASCOT 
MINING  COMPANY 

Statement  of  Assets  and  Liabilities  at  commencement  of  business. 
ASSETS  APPRAISED. 


Company. 

Mines. 

Mach'y. 

Stores. 

Build'gs. 

Water  R. 

R.  Estate  Amalg'm 

Cash. 

Total. 

Mascot 

$75,000 
75,000 

$30,000 
24,000 

$2,000 
'   2,500 

$2,000 
1,500 

$1,000 
1,000 

$1,000*     $3,000 
1,500 

$6,000 
2,500 

$120,000 

Columbus 

108,000 

150,000 

54,000 

4,500 

3,500 

2,000 

1,000        4,500 

8,500 

228,000 

LIABILITIES. 


Company. 

Capital  Stock. 

Accounts  Pay. 

Bills   Payable. 

Wages  Due. 

Totals. 

Mascot 

$110,000 
95,000 

$5,000 

$5,000 

$5,000 
8,000 

$120,000 

Columbus    

108,000 

205,000 

5,000 

5,000 

13,000 

228,000 
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SUMMARY  MASCOT  MIXING  COMPANY. 

Appraised  value  of  assets  of  The  M.  M.  Co 1120,000 

Liabilities,  exclusive  of  Capital  Stock 10,000 

Value  of  stock  to  be  issued  to  stockholders. .  .  $110,000 

SUMMARY,  COLUMBUS  M INING  COMPANY. 

Appraised  value  of  assets  of  C.  M.  Co !?108,000 

Liabilities  exclusive  of  Capital  Stock 13,000 

Value  of  stock  to  be  issued' to  stockholders.  .  |95,000 

285.     First  Kntrij: 

Sundries  Dr.  to  Capital  Stock 1250.000 

The  Mascot  Mining  Company |110,000 

The  Columbus  Mining  Company 95,000 

Treasury  Stock  (unsubscribed) 45,000 

For  1,100  shares  of  stock  and  950  shares  issued  respectively  to  The 
Mascot  Mining  Company  and  The  Columbus  Mining  Company,  for  prop- 
erty of  said  companies  transferred  to  Tiie  Consolidated  Columbus-Mas- 
cot Mining  Company,  per  deeds,  etc.,  on  lile,  etc.,  and  minutes,  page 
.  . .  .,  also  4,500  shares  placed  in  the  Treasury  to  be  sold  as  the  directors 
may  order. 
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Second  Entry: 

Sundries  Dr.  to  Sundries. 

Mines The  Mascot 

The  Columbus 

175,000 
75,000 

1150,000 

54,000 

4,500 

3,500 

2,000 
1,000 

4,500 
8,500 

■ 

Machinery  &  Tools. By  Mascot  Co. . . 
By  Columbus  Co. 

Stores  &  Supplies . .  By  Mascot  Co . .  . 
By  Columbus  Co. 

Buildings  Etc By  Mascot  Co. . . 

By  Columbus  Co. 

30,000 
24,000 

2,000 
2,500 

2,000 
1,500 

Water  Rights By  Mascot  Co . .  . 

By  Columbus  Co. 

1,000 
1,000 

Eeal  Estate By  Mascot  Co . . . 

Amalgam By  Mascot  Co . . . 

By  Columbus  Co. 

Cash  By  Mascot  Co. . . 

By  Columbus  Co. 

3,000 
1,500 

6,000 
2,500 

• 

To  Accounts  Payable  Mas- 
cot Company 

5,000 
8,000 

15,000 

15,000 

13,000 
110,000 

Bills     Payable     Columbus 
ComDanv   

Wages    Due   Mascot  Co . . . 
Columbus  Co. 

The  Mascot  Mining  Co 

95,000 


Net    value    of    property 

transferred. 
The  Columbus  Mining  Co . . 
Net    value  of    property 

transferred. 

For  Assets  and  Liabilities  of  The  Mascot  Mining  Company  and  The 
■Columbus  Mining  Company  transferred  to  The  Consolidated  Columbus- 
Mascot  Mining  Company. 


Note:     If  the  stock  coming  to  the  companies  forming  the  Consoli- 
dated Company  should  not  come  out  an  even  number  of  shares,  and  it 
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is  not  desired  to  issue  fractional  shares,  an  understanding  may  be  ar- 
rived at  whereby  one  wouJd  receive  the  fraction  more  and  the  other  the 
fraction  less  than  it  was  entitled  to,  the  one  paying  and  the  other  re- 
ceiving the  cash  difference;  a  similar  arrangement  could  be  made  re- 
garding the  distribution  of  stock  among  the  stockholdei's.  Another 
but  more  laborious  method  would  be  to  credit  each  stockholder,  or  pay 
them  in  cash  their  pro  rata  in  excess  of  the  even  number  of  shares 
issued  to  them. 

Now  open  the  new  company's  Stock  Ledger,  keep  separate  accounts 
for  the  Preferred  and  Common  Stock.  Issue  certificates  to  the  owners 
of  Common  Stock  and  Preferred  Certificates  to  the  owners  of  Preferred 
Stock,  in  other  respects  treat  all  accounts  same  as  in  any  ordinary  cor- 
poration. 

28G.  EXAMPLE  NO.  2  IN  CONSOLIDATION. 

Another  way  to  open  the  books  of  the  Consolidated  Columbus- 
Mascot  Mining  Company,  showng  Assets  and  Liabilities  same  as  in  the 
foregoing  example: 

Sundries  Dr.  to  Sundries. 

Subscription  Account,  amount  subscribed.  .  ..     |205,000 

Treasury  Stock,  balance  unsubscribed 45,000 

Mines  (of  both  companies) 150,000 

Machinery  and  Tools  (of  both  companies).  . .  .         54,000 

Stores  and  Supplies  (of  both  companies) 4.500 

Buildings  and  Lumber  (of  both  companies...  .  3,500 

Water  IJights  (of  both  companies) 2.000 

Real  Estate,  The  Mascot  Company 1,000 

Amalgam  (of  both  companies) 4,500 

Cash  (of  both  companies) 8,500 

To  Capital  Stock $250,000 

Accounts  Payable  ^Inscot  Co 5.000 

Bills  Payable  Columbus  Co 5.000 

Wages  Due  (both  companies) 13,000 

Subscription  Account,  paid  in  prop- 
erty of  both  Companies 205.000 

$478,000     $478,000 

This  method  is  the  shortest,  but  the  first  method  is  the  most  ex- 
l)lanatory  and  as  the  books  are  to  be  opened  but  once  it  is  best  to  maki- 
the  opening  entries  as  plain  and  as  explanatory  as  possible — this  is  one 
case  where  economv  should  not  be  carried  too  far. 
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We  have  seen  the  names  of  all  the  stockholders  and  the  amount  of 
their  subscriptions  written  on  the  Journal,  but  in  a  case  of  this  kind 
such  a  practice  is  not  to  be  commended,  and  where  the  names  are  num- 
erous it  is  to  be  condemned.  The  subscribed  stock  is  fully  paid,  the 
names  and  number  of  shares  is  given  on  the  Stock  Ledger  and  it  is 
wholly  unnecessary  to  repeat  them  here. 


287.  CONSOLIDATION  NO.  3. 

Suppose  that  The  Consolidated  Columbus-Mascot  Mining  Company 
had  taken  over  all  the  assets  of  the  two  old  companies,  but  did  not  as- 
sume any  part  of  their  liabilities,  that  each  of  the  old  companies  had  to 
liquidate  its  own  liabilities  and  that  the  Consolidated  Company  was  to 
issue  its  full  capital  to  the  old  companies  in  consideration  of  the  assets 
turned  over  by  them,  what  are  the  entries  to  open  the  books  of  the  new 
company  and  close  the  books  of  the  old,  it  being  understood  that  the 
old  companies  will  liquidate  their  liabilities  with  stock  of  the  Consoli- 
dated Company? 

The  first  thing  to  do  is  to  find  out  how  much  stock  each  of  the  old 
companies  is  to  receive  for  the  assets  it  turns  over,  and  this  we  find  by 
the  following  method : 

Par  value  of  Consolidated  Stock |250,000 

Appraised  value  of  old  companies  assets 228,000 

Stock  to  be  issued  in  excess  of  assets 22,000 

This  is  an  increase  of  9,  37-57  per  cent  and  as  the  gain  of  each  com- 
pany is  proportionate  we  arrive  at  the  following  statement  by  simple 
proportion. 


Companies. 

Par  Value  of 
Stock. 

Appraised 
Value. 

Increase  in 
Valne. 

Amount  of  Stock 
to  be  issued. 

Mascot  Co 

$100,000.00 
150,000.00 

$120,000.00 
108,000.00 

$11,578.95 
10,421.05 

$131,578.95 

Columbus  Co 

118,421.05 

Totals 

250,000.00 

228,000.00 

22,000.00 

250,000.00 

AVe  now  have  the  amount  of  consolidated  stock  to  be  issued  to  each 
of  the  old  companies,  but  it  will  be  observed  that  it  does  not  come  out 
in  even  shares,  and  as  all  of  the  stock  is  to  be  issued  we  give  the  excess 
to  the  company  whose  balance  above  an  even  number  of  shares  is  the 


—  147  — 

larjiost  per  centajiio  of  one  share,  in  this  case  to  The  Mascot  Company 
whose  balance  above  1,315  shares  is  178.95. 

Followinj?  are  the  entries  to  open  the  books  of  the  Consolidated 
Company: 

288.     First  Entry: 

Sundries  Dr.  to  Capital  Stock §250,000 

The  Mascot  Mining  Co.,  1,316  shares  at  §;100  $131,000 
The  Columbus  Minino-  Co.,  1,184  shares  at  1^100  118,400 
Consolidated  Com])any-s  stock  issued   to   the   above  companies  in 

payment  for  respective  properities  of  said  companies. 

It  will  be  noted  that  the  ;Mascot  Company  has  received  S;21.05  worth 
of  stock  more  than  it  is  entitled  to  and  The  Columbus  ^Mining  Company 
has  received  $21.05  worth  less,  so  The  Mascot  Company  pays  over  $21.05 
for  the  excess  of  stock  received,  which  amount  is  in  turn  paid  over  to 
The  Columbus  Company. 

i^ccoiid  IJiilri/: 

Sundries  Dr. 

Mines The  Mascot .*;75,000 

The  Columbus 

Machinery Mascot 

Columbus 

Stores Mascot 

Columbus 

Buildings Mascot 

Columbus 

Water  Kights. .  Mascot 

Columbus 

lieal  Estate :Mascot 

Amalgam ^Mascot 

Columbus 

Cash Mascot 

Columbus 


I'oniis 

To  the  ^lascot  Mining  Co, 
The  Columbus  Mininu-  Co. 


75,000 

$150,000 

30.000 

24.000 

54,000 

' 

2,000 

2,500 

4,500 

2,000 

1,500 

.      3,500 

1,000 

1,000 

2,000 
1,000 

3.000 

1,500 

4,500 

n.ooo 

2.5(10 

8,500 
22,000 

.^131.(100 

118.400 

$250,000     $250,000 
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For  property  of  the  Mascot  and  Columbus  Mining  Companies  trans- 
ferred to  The  Consolidated  Company  in  full  payment  for  Consolidated 
Stock,  and  bonus  account  for  stock  issued  in  excess  of  property  value. 

'Note:  The  above  entry  transfers  all  the  assets  of  the  old  companies 
to  the  books  of  The  Consolidated  Company,  balances  the  accounts 
opened  with  the  old  companies  and  ci^dits  Capital  Stock  with  the  full 
capital.  The  debit  on  Bonus  Account  is  carried  on  the  books  until 
the  Loss  and  Gain  is  large  enough  to  wipe  it  out. 

289.     Second  Method: 

Suppose  that  the  directors  do  not  wish  a  Bonus  Account  to  appear 
on  the  books,  for  the  reason  that  it  has  to  be  carried  on  the  books  as  an 
asset  when  as  a  matter  of  fact  it  represents  no  value  and  must  eventu- 
ally be  carried  into  Loss  and  Gain  or  Surplus  Fund  Account. 

In  such  an  event  they  have  to  place  an  increased  or  fictitious  value 
on  the  assets  of  the  company  equivalent  to  the  amount  of  the  bonus. 
We  will  now  suppose  that  they  place  this  increased  value  on  the  mines, 
and  then  we  have  the  following  statement: 

Appraised  Value.  Increased  Value. 

The  Mascot  Mine |75,000.00  |86,578.95 

The  Columbus  Mine 75,000.00  85,421.05 


1150,000.00  1172,000.00 

Second  Journal  Entry  to  open  the  books  by  the  Second  Method: 
Sundries  Dr. 

Mines,  both  companies |172,000 

Machinery,  both  companies 54,000 

Stores,  etc.,  both  companies 4,500 

Buildings,  both  companies 3,500 

Water  Eights,  both  companies 2,000 

Real  Estate,  The  Mascot  Co 1,000 

Amalgam,  both  companies 4,500 

Cash,  both  companies 8,500 

To  The  Mascot  Mining  Company. . . .  |131,600 

The  Columbus  Mining  Company 118,400 


1250,000     1250,000 
(With  explanations.) 
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290.     Entries  to  close  the  books  of  The  Mascot  MiniDg  Companj 
under  Consolidation  No.  3. 

Followinp;  are  the  book  values  of  all  accounts  standing  open  on  the 
books  of  the  Mascot  Mining  Company: 


ASSETS. 

Mine SoO.OOO 

Machinery,  etc 40,000 

Stores,  etc 1,500 

Building-s,  etc 1,500 

Water  Rights 1,000 

Real  Estate 1,000 

Amalg-am 3,000 

Cash  .' 6,000 

Total 104,000 


LIABILITIES. 

Capital  Stock $80,000 

Accounts   Payable 5,000 

Wages  Due 5,000 

Surplus  Fund 14,000 


Total 104,000 


First  Journal  Entry: 

Consolidated  Stock  Dr 1131,600 

To  Mine  Account 

Machinery  and  Tools 

Stores  and  Supplies 

Buildings  and  Lumber 

Water  Rights 

Real  Estate 

Amalgam   

Cash,  turned  over  lo  Consolidated 

Company   

Columbus  Mining  Co.. balance  due 

on  fractional  part  of  share 

Loss  and  Gain 

For  excess  of  CousoUdated  Stock  re- 
ceived over  all  resources. 


150,000 

40,000 
1,500 
1,500 
1,000 
1.000 
3,000 

0,000 

21.05 
27,578.95 


11131,600     ?131,C>00.00 

Second  Journal  Entrif: 

Sundries  to  Consolidated  Stock .«10.000 

Accounts  Payable So.OOO 

Wages  Due 5.000 

For  accounts  and  wages  paid  with  Consolidated  Stock  at  par. 
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Note:  If  the  creditors  of  the  company  insisted  on  cash  the  com- 
pany would  be  obliged  to  sell  sufficient  of  its  stock  to  pay  its  obliga- 
tions, and  if  the  creditors  insist  on  taking  the  stock  at  a  discount. 
Consolidated  Btock  will  have  to  be  credited  for  the  amount  of  stock 
issued  and  Loss  and  Gain  debited  for  the  par  value  of  the  amount  issued 
over  the  liabilities. 


Third  Entry: 

Sundries  to  Consolidated  Stock 

Capital  Stock |S0,,000 

Surplus  Fund 14,000 

Columbus    Mining    Co.,    cash   collected 
from  stockholders  and  paid   over   for 

fraction  of  share 21.05 

Loss  and  Gain 27,578.95 

To  balance  Loss  and  Gain  Account   for  net 
gain  of  the  Mascot  Mining-  Companj' : 


1121,600 


1121,600.00     1121,600.00 

This  balances  all  the  accounts  of  The  Mascot  Mining  Company  and 
the  company  is  merged  into  The  Consolidated  Company  and  ceases  to 
exist. 

291.  Entries  to  close  the  books  of  The  Columbus  INIiuing  Com- 
pany. Following  are  the  book  values  of  all  accounts  standing  open  on 
the  books  of  The  Columbus  Mining  Company: 


ASSETS. 

Mine,  The  Columbus $90,000 

Machinery,  etc 25,000 

Stores,  etc 2,500 

Building-s,  etc 2,000 

Water  Rights 1,500 

Amalg-am 1,500 

Cash 2,500 

Treasury   Stock 50,000 

175,000 


LIABILITIES. 

Capital  Stock $150,000 

Bills  Payable 5,000 

Wages  Due 8,000 

Surplus  Fund 12,000 


175,000 
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First  Journal  Kntrij: 

Capital  Stock  Dr $50,000 

To  Treasury  Stock $50,000 

For  5,000  shares  of  unsold  stock. 

This  entry  balances  the  Treasury  Stock  Account  and  reduces  the 
Capital  Stock  Acc(»unt  to  $100,000,  which  is  the  paid-up  capital  of  the 
company. 

Second  Eiitri/: 

Consolidated  Co.'s  Stock  Dr $118,400.00 

For  1,184  shares  received. 

Cash,  received  from  Mascot  Company 21.05 

Loss  and  Gain 6,578.95 

For  depreciation  in  assets. 

To  Mine  Account $90,000 

Machinery,  etc 25.000 

Stores,  etc 2.500 

Buildings,  etc 2,000 

Water  Rights 1.500 

Amalgam 1.500 

Cash 2.500 

§125.000.00     $125,000 
Assets  turned  over  to  Consolidateil  Co. 

Note:  The  821.05  in  cash  received  from  the  Mascot  Company  must 
now  be  distributed  among  the  stockholders.  When  this  is  done  the 
Cash  Account  will  balance  and  also  all  the  Kesource  Accounts. 

Third  Entnj: 

Sundries  to  Consolidated  Co.'s  Stock 813.000 

Bills  Payable 85.000 

50  shares  of  Consolidated  Stock  issued  to  re- 
deem the  Company's  notes. 

Wages  Due 8.000 

80   shares   of   stock   issued    (or   sold)    to    \y,\\ 

wanes  due.  ^ 
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Fourth  Entry: 

Sundries  to  Sundries. 

Capital  Stock  |100,000.00 

Surplus  Fund 12,000.00 

To  Consolidated  Co.'s  Stock. . .  |105,400.00 

Balance  after  paying-  liabilities. 

Cash  distributed  to  stockholders  21.05 

Loss  and  Gain 6,578.95 

To  balance  Loss  and  Gain   Account 
for  net  loss  of  Columbus  Co. 

1112,000.00     1112,000.00 

This  closes  the  books  of  The  Columbus  Mining  Company  and  the 
company  goes  out  of  business. 

292.  COEPOEATION  GOING  INTO  PARTNER- 

SHIP. 

Suppose  that  the  Gold  Hill  Mining  Company  desires  to  go  into 
partnership  with  J.  B.  King  in  the  cattle  business  under  the  name  of 
J.  B.  King  &  Co.  Articles  of  partnership  are  drawn  up  in  the  usual 
form  and  after  Mr.  King's  affairs  have  been  inventoried  the  partner- 
shiji  books  are  opened  by  the  following  entries  in  the  Journal: 

MR.  KING'S  INVESTMENT. 

ASSETS. 

Live  stock  |10,000 

Personal  accounts  owing 5,000 

(Charge  each  one  separately.) 

Bills  Receivable  3,000 

Cash 2,000 

LIABILITIES. 

Accounts  payable  I  2,000 

Bills  payable 3,000 

,  J.  B.  King  (net  investment) 15,000 
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GOiJ)  HILL  :\rrxTxrr  compaw's  innestmkxt. 

Cash §L"3,000 

To  Gold  Mill  Mining  Company ^15.000 

Net  investment. 
(The  usual  preamble  precedes  these  entries.) 

("ash  is  now  checked  in  the  Journal  and  entered  in  the  "Total  Col- 
umn'' in  the  Cash  Book.  The  other  accounts  are  posted  to  the  Ledger, 
a  Private  Stock  Account  being  opened  for  each  partner,  and  the  part- 
nership books  are  now  open. 

The  following  entry  is  then  made  in  the  Mining  Company's  Cash 
Book: 

293.  CASH  BOOK. 


Partnership  Investment S15,000.00 

Invested  with  J.  B.  King-  & 
Co.,  in  the  cattle  business, 
per  resolution  of  the 
Board,   etc. 

An  investment  Account  is  now  opened  in  the  Mining  Company's 
ledger  and  debited  with  the  amount  of  the  investment. 

In  a  business  like  this  there  is  of  course  only  one  active  partner, 
and  he  is  allowed  a  salary  for  his  services.  A  Private  Account  is 
opened  for  each  partner  in  the  partnership  books,  aside  from  their  stock 
accounts,  and  these  accounts  are  charged  for  all  sums  drawn  out  by  the 
partners,  and  balanced  at  the  end  of  the  year  into  their  respective  stock 
accounts.  When  the  ^Mining  Company  draws  out  any  money,  it  is 
credited  to  Loss  and  Gain  on  its  books  as  it  is  supposed  to  be  taken 
out  of  the  profits  of  the  partnership  and  is  not  supposed  to  have  reduced 
its  investment.  If  at  the  closing  of  the  partnership  books  the  stock  ac- 
count or  investment  of  the  Mining  Company  shows  an  increase  the  fid- 
lowing  entry  is  made  in  the  Alining  Coui])any's  Journal: 

2114.     Loss  and  (^lain  1  )r .*? 

To  Partnershij)  Investment .•? 

For  gain  in  investment  as  shown  by  paitiu'islii]*  books. 

Xdfc:  l*artnership  Investment  Account  is  one  of  the  resources  of 
the  Gold  Hill  Mining  Comi)any,  and  as  such  ajipears  in  their  statement 
of  resources. 


—  154  — 

295.  DISSOLUTION  AND  LIQUIDATION  OF 

CORPOKATIONS. 

The  ways  and  means  by  which  corporations  are  dissolved  are  pro- 
vided for  in  the  codes  and  statutes  of  the  different  states.  If  the  stock- 
holders of  a  corporation  wish  to  dissolve  and  go  out  of  business  they 
may  obtain  premission  to  do  so,  providing  they  have  first  discharged 
all  the  liabilities  of  the  corporation.  Again  some  corporations  find 
themselves  in  such  financial  difiiculties  that  they  are  not  able  to  con- 
tinue in  business,  and  they  ask  the  Court  to  appoint  a  Receiver  to  wind 
up  their  affairs  and  sometimes  the  creditors  of  corporations  ask  for  the 
appointment  of  Receivers  to  protect  their  interests.  The  Receiver  sup- 
ersedes the  officers  and  directors  and  takes  charge  under  the  direction 
of  the  Cour-t  of  all  the  affairs  of  the  corporation.  He  makes  his  reports 
to  the  Court  and  receives  his  salary  by  order  of  the  Court. 

As  the  assets  of  the  corporation  are  converted  into  cash  the  liabili- 
ties of  the  corporation  are  liquidated,  the  creditors  sometimes  receiving 
partial  payments  on  a  pro  rata  basis;  preferred  claims  are  paid  first. 
When  all  the  outstanding  debts  of  the  company  are  paid,  then  the  re- 
demption of  the  stock  begins. 

Some  corporations  provide  in  their  by-laws  for  the  manner  in  which 
the  corporation  is  to  liquidate  at  the  expiration  of  its  charter.  For  in- 
stance, the  by-laws  may  provide  for  the  appointment  of  a  committee 
by  the  Board  of  Directors,  in  office  at  the  time,  to  liquidate  the  corpora- 
tion's liabilities.  They  proceed  in  the  same  manner  as  a  Receiver,  ex- 
cept that  they  are  employed  by  the  directors  instead  of  appointed  by  the 
Court,  and  they  receive  their  salaries  from  the  directors  and  make  their 
reports  to  the  directors  or  stockholders.  After  having  satisfied  the 
claims  of  creditors  they  turn  their  attention  to  the  redemption  of  the 
certificates  of  stock  of  the  corporation.  What  the  stockholders  will 
get  for  their  stock  depends  on  the  value  of  the  remaining  assets  of  the 
corporation,  and  this  is  called  the  "Intrinsic  Value"  of  the  stock. 

Sometimes  the  liquidators  buy  up  the  stock  of  the  company  at  a 
premium  or  a  discount  as  the  case  may  be,  always  debiting  the  Capital 
Stock  Account  for  the  par  value  of  the  stock  purchased  and  debiting 
or  crediting  ''Premium  and  Discount"  Account  or  Loss  and  Gain  Ac- 
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count  for  the  tijain  or  loss  as  the  case  may  be.  .Sometimes  tlie  stock- 
holders are  paid  their  pro  rata  of  the  uet  amount  realized  after  the 
debts  of  the  company  have  been  paid.  In  this  case  Capital  Stock  is 
debited  for  the  amount  of  cash  paid  on  the  stock.  Throuuh  the 
Journal,  Capital  Stock  will  be  charged  for  the  balance  to  close  this 
account  and  Loss  and  Gain  or  "Impairment''  account  or  whatever  other 
account  represents  the  net  loss  will  be  credited.  This  last  entry  will 
close  all  the  accounts  on  the  books.  For  example  let  us  suppose  that 
the  Cai)ital  Stock  of  a  company  is  $100,000  and  the  Loss  and  Oain  or 
"Impairment  of  Capital''  account  shows  a  debit  balance  of  -^10,000  at 
the  time  of  closing  the  books,  and  in  liquidating  they  lose  another 
|5,000,  that  is,  the  net  realization  on  their  assets  is  ^15,000  less  than 
the  Capital  Stock.  In  this  case  Loss  and  Gain  or  "Impairment  Ac- 
count" is  charged  with  the  loss  of  $15,000.  Now  the  stockholders  are 
paid  the  $85,000  and  this  is  charged  to  Capital  Stock,  leaving  a  credit 
balance  of  $15,000  on  this  account,  and  we  have  seen  that  there  is  a 
debit  balance  of  $15,000  on  Loss  and  Gain  or  Impairment  Account,  so 
we  make  the  simple  Journal  entry  to  close  the  books: 

Caj)ital  Stock $15,000 

To  Loss  and  Gain  (or  Impairment $15,000 

If  on  the  other  hand  we  realized  more  on  the  assets  than  the  par 
value  of  the  Capital  Stock,  Surplus  Fund  or  Loss  and  Gain  would  be 
credited  for  the  amount,  in  which  case  we  would  credit  cash  in  the 
(.'ash  Book  and  debit  Surplus  Fund  or  Loss  and  (Jain  for  the  balance 
pro  rated  among  the  stockholders. 

In  any  event  the  stockholders  would  be  retjuired  to  surrender  their 
certificates  endorsed  in  some  such  form  as  the  following: 


''Surrendered   by 

this day  ot V.  1>.  1 

Signed   


5tock  Exchanges. 


296.  A  Stock  Exchange  is  a  regularly  or- 
ganized body  of  brokers  acting  under  a 
Constitution  and  By-laws  and  a  well  de- 
fined set  of  rules  and  regulations,  a  viola- 
tion of  which  on  the  part  of  any  member 
renders  him  liable  to  severe  penalties. 
St'  .-  Exchanges  are  something  more 
than  mere  gambling  places  they  are 
economic  institutions  and  play  a  large 
part  in'the  world's  commercial  and  finan- 
cial enterprises.  There  are  exchanges 
of  various  kinds,  such  as  mining,  oil,  pro- 
duce. Gotten,  etc.,  and  most  every  large 
city  has  one  or  more  of  these  exchanges. 
The  New  York  Stock  Exchange,  which  is 
not  only  the  largest  institution  of  its 
kind  in  this  country,  but  in  the  world, 
deals  in  a  variety  of  stocks,  bonds  and 
securities,  such  as  IT.  S.  Government 
Bonds,  State  and  Municipal  Bonds,  Rail- 
road Stocks,  Industrials,  etc.  An  idea  of 
the  magnitude  of  the  business  done  may 
be  gained  by  a  study  of  the  sales  on  ex- 
change for  the  year  1898,  reported  by 
Henry  Clews  &  Co.  in  their  Investment 
Guide,  as  follows:  Railroad  and  Miscel- 
laneous Stocks  $112,699,957,  Railroad  and 
Miscellaneous  Bonds  $888,745,630,  Gov- 
ernment Bonds  $24,581,980,  State  Bonds 
$3,642,700,  and  these  figures  do  not  include 
unlisted  stocks,  such  as  Bank  Stocks 
and  Tr-st  Certificates.  In  this  country 
membership  in  exchanges  is  limited  and 
seats  are  sold  at  prices  depending  on  the 
nature  of  the  exchange,  the  amount  of 
business  transacted,  the  prosperity  or  de- 
pression of  the  times,  the  activity  of  busi- 
ness, etc.  In  London  the  membersip  is 
not  limited.  An  entrance  fee  of  $2,000 
is  charged  and  this  is  not  transferable. 
In  the  Berlin  Bourse  an  entrance  fee  of 
STr.O  is  charged,  not  transferable.  The 
Paris  Bourse  is  a  government  institu- 
tion, membership  being  subject  to  the  ap- 
pointment and  control  of  the  government. 
Membership  can  be  transferred  or  be- 
queathed, but  the  transferree  or  benefi- 
ciary must  be  approved  by  the  govern- 
ment. In  New  York  and  San  Francisco 
a  solvent  member  can  transfer  or  sell  his 
seat,  but  the  purchaser  must  be  accept- 
able to  the  committee  on  membership. 
Some  of  the  wealthiest  men  in  the  United 
States  have  been  barred  from  member- 
ship in  the  New  York  Stock  Exchange, 
so  it  will  be  seen  that  these  great  insti- 
tutions are  ethical  as  well    as    financial. 


Besides  the  cost  of  seats  the  members  are 
obliged  to  pay  an  annual  membership  fee. 

297.  There  are  two  classes  of  members 
in  all  exchanges — the  first  class  do  busi- 
ness exclusively  for  themselves.  They 
are  the  big  guns,  the  bulls  and  the  bears, 
the  shrewdest,  the  sharpest  and  most 
daring.  The  second  class  do  business  on 
commission  for  others,  for  only  members 
of  the  exchange  can  do  business  on  the 
floor  of  the  exchange. 

298.  Not  every  exchange  confines  itself 
to  legitimate  business  and  not  every 
broker  is  a  man  of  nicest  honor,  there- 
fore too  much  care  cannot  be  exercised 
in  the  selection  of  a  broker  by  the  con- 
templative investor.  Prices  of  stocks 
often  fluctuate  during  the  day  and  brok- 
ers have  been  known  to  charge  their 
clients  a  point  or  two  above  the  purchase 
price  and  deprive  them  of  a  like  amount 
on  the  sales,  thus  giving  them  what  the 
politicians  call  "the  double  cross."  The 
broker's  legitimate  profit  is  his  commis- 
sion, which  Is  different  in  different  ex- 
changes and  which  is  a  certain  per  cent 
each  way,  that  is,  on  purchases  and  sales. 
The  broker  takes  no  chances  for  his  client, 
the  client  puts  up  a  certain  margin  and 
as  all  sales  are  made  for  cash  the  brok- 
er has  to  put  up  the  balance  which  he  bor- 
rows from  his  banker,  putting  up  tha 
stock  as  collateral  security,  and  charging 
his  client  interest  on  the  money  borrowed. 
If  the  stock  drops  dangerously  near  the 
margin  he  reserves  the  right  to  demand 
more  margin  or  sell  the  stock.  In  New 
York  the  members  who  deal  on  their  own 
account  are  known  as  scalpers  or  room- 
traders.  In  London  they  are  called  job- 
bers. In  Paris  they  are  not  allowed  to 
deal  on  their  own  account.  The  fact  that 
stocks  are  listed  on  exchange  is  an  indi- 
cation that  they  are  at  least  legitimate. 
Before  stocks  or  bonds  of  any  kind  are 
placed  on  the  official  lists,  their  genuine- 
ness is  established  by  the  investigations  of 
the  listing  committee,  and  by  this  means 
the  patrons  of  the  exchange  are  nominally 
protected. 

299.  By  listing  is  meant  the  entering  of 
the  name  of  the  stock  on  the  official  list  of 
stocks  dealt  in  and  offered  for  sale  by  the 
board.  A  fixed  sum  is  charged  for  list- 
ing for  the  first  year  and  a  certain  yearly 
fee  thereafter,  if  the  stock  is  to  remain  on 
the  list. 
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NEW  YORK  STOCK  EXCHANGE. 


300.  The  New  York  Stock  Exchange  is 
located  on  Wall  street  with  an  entrance  on 
Broad  and  one  on  New  Street.  It  dates 
back  as  far  as  1792,  and  to  those  who 
would  like  to  know  its  interesting  history, 
its  historic  characters,  its  National  and 
International  influence,  its  effect  on  trade 
and  commerce,  on  war  and  peace,  on  civ- 
ilization and  finance  I  commend  them  to  a 
study  of  "2S  years  in  Wall  Street"  by 
Henry  Clews.  This  work,  containing  as  it 
does  94  years  of  Wall  street  history,  is  fill- 
ed with  interesting  information,  but  to  my 
subject:  The  brokers  congregate  on  the 
main  floor  of  the  building,  or  palace, 
where  the  exchange  meets  and  gather  in 
groups  about  the  various  posts  that  are 
placed  thereon  at  about  equal  distances 
apart.  Each  post  bears  the  name  of  one 
or  more  stocks  that  are  dealt  in,  and  the 
broker  desiring  to  buy  or  sell  a  certin 
stock  (say  Erie,  New  York  Central,  or 
Lake  Shore),  proceeds  to  the  spot  where 


the  name  of  that  stock  is  painted  con- 
spicuously on  the  post.  He  then  offers  to 
sell  or  bids  to  buy  the  stock  and  some- 
times the  scene  about  one  of  these  posts 
is  quite  animated.  Shouting  brokers 
are  climbing  over  each  other  in  a  frantic 
effort  to  sell  or  crowding  with  all  their 
might  to  get  a  chance  to  buy.  Dealing 
may  gone  on  at  these  posts  or  corners 
at  any  time  while  the  exchange  is  open, 
as  in  the  New  York  Exchange  stocks  are 
not  called  as  they  are  in  San  Francisco 
and  elsewhere — trading  commencing  sim- 
ultaneously in  all  stocks  listed  when  the 
Exchange  opens  for  business. 

301.  Membership  in  the  New  York  Stock 
Exchange  is  limited  to  1,100.  Seats  were 
worth  in  June  1899  $40,000  each,  which  is 
much  more  than  in  any  other  exchange 
in  the  world.  I  will  give  some  of  the 
rules  of  the  exchange  which  affect  out- 
siders in  their  dealings  with  members  of 
the  Exchange. 


RULES  REGARDING  COMMISSIONS. 


302. 


ARTICLE    XLIIL 


Section  1.  Commissions  shall  be  charged 
and  paid  under  all  circumstances,  and 
upon  all  transactions,  both  purchases  and 
sales  or  upon  contracts  for  the  receipt 
or  delivery  of  securities.  Such  commiss- 
ions shall  be  calculated  in  all  cases  upon 
the  par  value  of  securities,  and  shall  be  at 
the  rates  hereinafter  named;  and  such 
rates  shall  be  in  each  case  the  lowest 
commission  that  may  be  charged  by  any 
member  of  the  Exchange,  and  shall  be 
absolutely  net  and  free  from  all  or  any 
rebatement,  return,  discount  or  allowance 
in  any  shape  or  manner  whatsoever,  or 
by  any  method  or  arrangement,  direct  or 
indirect.  And  no  bonus,  percentage  or 
portion  of  the  commission  so  established 
shall  be  given,  paid  or  allowed,  directly 
or  indirectly,  to  any  clerk  or  person  for 
business  sought  or  procured  for  any  mem- 
ber of  the  Exchange. 

Sec.  2.  On  all  business  for  parties  not 
members  of  the  exchange,  including  joint 
account  transactions  in  which  a  non- 
member  is  interested,  transactions  for 
partners  not  members  of  the  Exchange, 
and  for  firms  of  which  the  Exchange 
member  or  members  are  special  partners 
only,  the  commission  charged  shall  not  be 
less  thani/^  of  1  per  cent. 

Sec.  5.  Any  member  offering  to  do  busi- 
ness   for   less   than    the    foregoing   rates 


violates  this  Article,  and  is  subject  to  the 
penalty  for  so  doing. 

Sec.  7.  The  penalty  for  a  violation  of 
this  Article  shall  be,  for  the  first  offense, 
suspension  for  a  period  of  from  one  to 
five  years,  the  term  to  be  fixed  at  the  dis- 
cretion of  a  majority  of  the  Governing 
Committee  present  at  a  metting  thereof. 
For  the  second  offense  the  penalty  shall 
be  expulsion  and  the  membership  of  the 
party  expelled  shall  be  disposed  of  forth- 
with by  the  Committee  on  Admissions. 

303.  It  will  be  observed  from  Section  1 
that  commissions  are  charged  on  the  par 
or  nominal  value  of  all  stocks  and  se- 
curities, that  is  to  say.  New  York  Central 
Stock  is  worth  at  par  $100  a  share,  but 
it  may  be  worth  in  the  market  only  $90  a 
share.  Now  suppose  a  man  wants  to  buy 
100  shares  of  this  stock,  the  par  value  of 
which  is  $10,000,  he  puts  up  a  margin  of 
$1,000.  His  broker  credits  him  with  $1,000 
and  buys  the  stock  for  his  account  for 
$9,000,  charging  his  account  with  $9,000 
and  $12.50  commission,  which  is  one- 
eighth  of  1  per  cent  on  $10,000.  He  then 
puts  up  the  balance  of  the  purchase  price 
$8,000,  either  out  of  his  own  funds  or  funds 
secured  from  his  banker.  His  client  then 
orders  him  to  sell,  he  does  so  and  then 
charges  him  another  $12.50  commission 
and  interest  on  the  $8,000  he  borrowed  or 
advanced  for  him  at  the  prevailing  rate  of 
interest,   the  balance  then   stands   to   the 
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client's  credit  unless  the  account  is  to  be 
closed.  It  often  happens  that  the  broker 
makes  something  on  the  interest  charged. 
For  example  the  prevailing  rate  of  inter- 
est may  be  6  per  cent,  but  the  broker  may 
be  able  to  borrow  money  at  4  per  cent 
so  he  makes  the  difference  of  2  per  cent. 
Of  course  in  putting  up  collateral  security 
the  broker  has  to  put  up  collateral  away 
in  excess  of  the  amount  borrowed,  from 
this  it  will  be  seen  that  the  broker  has  to 
have  a  large  capital  of  his  own  on  which 
to  operate.  If  a  broker  buys  or  sells 
stock  at  a  premium  he  gets  his  commiss- 
ion on  the  par  value  only,  so  it  will  be 
seen  that  the  rule  works  both  ways. 

The  broker  has  other  opportunities  of 
making  money  without  taking  the  risk  of 
buying  or  selling  on  his  own  account.  For 
instance,  it  often  happens  that  one  cus- 
tomer sells  and  another  buys  a  given 
number  of  shares  of  the  same  stock;  in 
this  case  the  broker  neither  buys  nor  sells 
a  single  share,  but  simply  charges  to  the 


account  of  the  purchasing  customer  the 
amount  that  would  be  required  to  buy  the 
stock,  and  on  the  other  hand,  he  credits 
the  selling  customer  with  the  amount 
which  the  shares  would  bring  if  really 
sold  on  exchange.  The  purchasing  cus- 
tomer's account  then  shows  a  debit  bal- 
ance on  which  interest  is  charged  at  the 
ruling  rate.  At  the  same  time  the  sell- 
ing customer  is  charged  a  bonus  for  the 
use  of  the  shares  of  stock  which  it  would 
have  been  necessary  for  the  broker  to 
borrow  in  order  to  make  good  his  delivery 
had  he  really  sold  the  shares  on  'change. 
Thus  the  broker  is  protected  from  loss  no 
matter  which  way  the  market  goes,  while 
he  gets  his  commission  for  buying  and 
selling,  his  interest  on  money  supposed  to 
have  been  borrowed,  and  his  bonus  on 
stock  certificates  supposed  also  to  have 
been  borrowed,  when  as  a  matter  of  fact 
he  has  neither  bought,  sold  nor  borrowed 
but  simply  made  a  few  entries  on  his 
books. 


KULES  FOK  DELIVERY  OF  STOCKS  AND  BONDS. 


soil.  The  signature  to  the  assignment  up- 
on a  certificate  of  stock  must  be  technically 
correct,  i.  e.,  it  must  correspond  with  the 
name  as  written  upon  the  face  of  the  cer- 
ficate  in  every  particular,  without  alter- 
ation or  enlargement,  or  any  change 
whatever.  "Mr.,"  "Messrs."  or  "Esq.," 
however,  need  not  be  prefixed  or  affixed  to 
signatures. 

"Brothers  must  be  endorsed  exactly  as 
drawn,  not  "Bros."  and  vice  versa.  All 
prefixes  and  affixes,  such  as  "Judge," 
"Major."  "Hon.,"  "Right  Hon.,"  "Doctor," 
"D.  D.,"  "L.L.  D.,"  etc.,  must  appear  in 
the  endorsement. 

■"And"  may  be  written  "&,"  and  vice 
versa. 

"Company"  may  be  written  "Co."  and 
vice  versa. 

Certificates  in  the  name  of  MARRIED 
women  are  not  a  good  delivery  while  the 
transfer  books  are  open;  when  the  trans- 
fer books  are  closed  a  Joint  execution  of 
the  assignment,  by  the  husband  and  wife 
and  a  joint  acknowledgment  before  a  No- 
tary Public  will  make  the  certificate  a 
delivery  only  during  the  closing  of  trans- 
fer books. 

Powers  of  attorney  or  of  substitution  or 
assignments  signed  by  Trustees,  Guard- 
ians, Infants,  Executors,  Administrators, 
Asrents  or  Attorneys,  are  not  a  good  de- 
livery. 

AVhen  transfer  books  are  closed  by  any 
legal  impediment,  so  as  to  render  their  be- 
ing open  again  uncertain.    Powers  of  At- 


torney must  be  acknowledged  before  a 
Notary  Public,  with  seal  and  date. 

An  endorsement  by  a  member  of  the 
Exchange,  or  a  firm  represented  at  the 
Exchange,  on  a  Certificate,  is  considered 
a  guarantee  of  the  correctness  of  the  sig- 
nature of  the  party  in  whose  name  the 
stock  stands.  In  all  cases  where  Powers 
of  Substitution  are  used,  the  original  as- 
signment and  Power  of  Attorney,  and 
each  Power  of  Substitution,  must  b^ 
guaranteed  by  a  member  or  a  firm  repre- 
sented in  the  Exchange,  resident  or  doing 
business  in  New  York. 

A  detached  Power  of  Attorney,  or  of  sub- 
stitution must  contain  a  full  description 
of  the  Stock  or  Bond  by  name  of  Com- 
pany, and  number  of  certificate,  and  must 
be  acknowledged  or  proved  before  a 
Notary  Public,  with  seal  and  date.  A 
separate  power  and  acknowledgement 
must  accompany  each  certificate. 

Certificates  in  the  name  of  an  institu- 
tion, or  in  a  name  with  title  affixed,  as 
Cashier,  President,  or  other  official  desig- 
nation, are  not  a  good  delivery,  unless 
assignment  is  acknolwedged  before  a  No- 
tary Public,  with  seal  and  date,  who  must 
certify  that  he  knows  the  person  signing, 
and  knows  him  to  be  the  person  author- 
ized, and  that  he  has  seen  the  minutes  of 
the  institution,  authorizing  said  person  to 
make  the  assignment.  Some  Companies 
require,  in  addition,  a  certified  copy  of 
the  resolutions  of  the  Directors  of  the 
Company     in     whose     name     the     stock 
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stands  authorizing-  the  assignment,  as 
Western  Union  Telegraph,  the  Companies 
having  their  Transfer  Agencies  at  Grand 
Central  Station  and  American  Sugar  Re- 
fining Company,  etc. 

The  several  Companies  having  Transfer 
Offices  at  Grand  Central  Station,  Forty- 
second  street,  require  Power  on  Certifi- 
cate, in  the  name  of  a  foreign  resident, 
to  be  acknowledged  before  a  United 
States  Consul,  or  before  J.  S.  Morgan  & 
Co.,  London. 

A  certificate  for  more  than  100  shares 
is  not  a  good  delivery.  Certifica;tes  for 
less  than  100  shares  are  a  g-ood  delivery 
in  lots  of  100  shares.  The  receiver  may 
In  all  cases  require  delivery  by  Transfer, 
provided  there  be  ample  time  to  make  it 
and  the  transfer  books  are  open. 

305  a.  When  a  claim  is  made  for  a  divi- 
dend on  stock  after  the  transfer  bookshave 
been  closed,  the  party  in  whose  name  the 
Stock  stands,  may  require  from  the 
claimant  presentation  of  the  Certificate, 
and  a  written  statement  that  he  was  the 
holder  of  the  Stock  at  the  time  of  the 
closing  of  the  books,  and  also  guarantee 
against  any  future  demand  for  the  same. 

305  b.  Coupon  Bonds  issued  to  bearer, 
having  an  endorsement  upon  them  not 
properly  pertaining  to  them  as  Security, 
must  be  sold  specifically  as  "Endorsed 
Bonds"  and  will  not  be  regarded  as  a  good 
delivery  under  a  sale  not  so  qualified. — 
Resolution  of  Governing  Committee, 
adopted  May  23,  1883. 

Bonds  with  a  stamp  or  endorsement 
stating  that  they  have  been  deposited 
with  States  as  security  for  Bank  circula- 
tion  or   insurance   must   be   released   and 


acknowledged  before  a  Notary,  and  then 
are  a  good  delivery  only  as  "Endorsed 
Bonds." 

If  a  definite  name,  such  as  John  Smith, 
John  Brown,  Bank  of  America,  Canton 
Company,  appears  upon  a  bond,  it  is  re- 
garded as  implying  ownership  which  must 
be  released,  with  acknowledgment  before 
a  Notary.  The  Bond  is  then  a  good  de- 
livery only  as  an  "Endorsed  Bond." 

Bonds  with  assignments  or  releases 
executed  by  Trustees,  Guardians,  Infants, 
Executors,  Administrators,  Agents,  or  At- 
torneys, are  not  a  good  delivery  as  "En- 
dorsed Bonds." 

305  c.  Coupon  Bonds — Delivery  must  be 
of  the  denomination  of  $1,000  or  $500.  Large 
Bonds  (over  $1,000)  or  Small  Bonds  (un- 
der $500)  good  only  in  special  transactions. 

Registered  Bonds. — Deliveries  must  be 
in  certificates   not   exceeding  $10,000. 

Coupons  on  a  bond  must  be  those  which 
properly  belong  to  it,  of  the  correspond- 
ing number.  In  case  of  absence  of  any 
Coupon,  its  full  face  amount  in  money  is 
a  good  substitute,  unless  special  notice  is 
given  to  the  contrary;  provided,  however, 
that  in  case  of  absence  of  a  past  due 
coupon  from  a  bond  of  which  any  of_the 
past  due  coupons  have  been  paid  with  in- 
terest, its  full  face  value  in  money,  with 
interest  thereon  to  date  of  delivery,  is 
only  a  g-ood  substitute. 

Coupon  Bonds  which  can  be  registered 
in  a  name  or  to  Bearer,  and  which  have 
been  registered  in  a  name,  must  be  regis- 
tered to  Bearer  to  be  a  delivery.  When 
transfer  books  books  are  closed,  if  reg- 
istered in  a  name,  a  Power  of  Attorney, 
acknowledged  before  a  Notary,  in  name 
of,  witnessed  or  guaranteed  by  a  memebr, 
must  accompany  each  Bond. 


GOVERNMEMT  BONDS  (PiEGISTERED.) 


The  execution  and  acknowledgment  of 
U.  S.  Registered  Bonds,  when  not  made 
at  the  Treasury  Department,  must  be  be- 
fore a  U.  S.  Judge,  U.  S.  District  Attor- 
ney, Clerk  of  a  U.  S.  Court,  Collector  of 
Customs,  Collector  or  Assessor  of  Internal 
Revenue,  U.  S.  Treasurer  or  Assistant 
Treasurer,  or  the  President  or  Cashier  of 
a  National  Bank,  or,  if  in  a  foreign 
country,  before  a  U.  S.  Minister  or  Con- 
sul. In  all  cases  the  officer  must  add  his 
official  designation,  residence  and  seal,  if 
he  has  one. 

When  the  assignment  is  made  by  a  cor- 
poration it  must  be  named  as  the  as- 
signor; when  by  a  Guardian,  Trustee 
Executor,  Administrator,  an  Officer  of  a 
Corporation,  or  any  one  in  a  representa- 
tive  capacity,    proof   of   his   authority   to 


act  must  be  produced  to  the  officer  before 
whom  the  assignment  is  made  and  must 
accompany  the  bond. 

306.  In  all  the  large  cities  of  the  world 
large  private  banking  institutions  buy  and 
sell  stocks  and  bonds  on  commission.  In 
New  York  the  banking  house  of  Henry 
Clews  &  Co.  is  one  of  the  most  widely 
known  and  most  representative  houses 
engaged  in  this  kind  of  business.  They 
are  members  of  the  New  York  Stock 
Exchange  and  execute  orders  for  invest- 
ment or  on  margin  and  act  as  fiscal 
agents  for  corporations.  On  account  of 
their  acknowledged  authority  w^  quote 
the  following  from  their  Investment 
Guide  for  the  vrlue  of  the  information  it 
contains. 

"Securities  are  often  invalidated  by  the 
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Improper  writing  thereon  of  foreign  mat- 
ter by  persons  not  familiar  with  the 
forms  md  technicalities  to  be  observed 
in  making  transfers  and  deliveries.  For 
instance  any  writing  on  a  coupon  bond 
(other  than  that  made  by  a  duly  author- 
ized agent  of  the  company  issuing  it) 
makes  what  is  technically  termed  an 
"endorsed"  or  "unclean"  bond,  and  its 
value  in  the  market  ever  after  is  greatly 
diminished  thereby.  Serious  inconven- 
ience, sometimes  accompanied  by  a  loss 
of  money,  also  frequently  happens  where 
a  certificate  of  stock  or  a  registered  bond 
has  been  improperly  signed  or  filled  in  on 
the  back.  A  close  observance  of  the 
rules  for  the  delivery  of  stocks  and  bonds 
will  make  such  mistakes  avoidable. 
Clients  in  forwarding  to  us  stock  certifi- 
cates for  sale  or  transfer,  after  following 
the  above  instructions  regarding  endorse- 
ments, should  fill  in  the  name  of  Henry 
Clews  &  Co.  in  the  space  on  the  back  of 
the  certificate  reserved  for  the  appoint- 
ment of  an  attoreny  or  agent  to  simply 
transfer  the  stock.  In  the  event  of  the 
certificate  then  becoming  lost  or  stolen 
while  in  transit,  it  cannot  be  made  nego- 


tiable until  it  has  been  endorsed  by  us, 
Certificates  of  stock,  after  having  been 
filled  in  as  above,  are  usually  forwarded 
by  registered  mail,  but  coupon  bonds  and 
ail  forms  of  Government  bonds  should  be 
sent  via  express,  with  such  valuation  as 
the  owner  cares  to  put  upon  them. 

We  are  pleased  at  all  times  to  attend 
to  the  re-transfer  or  registration  of  stock 
for  our  clients,  and  to  collect  coupons  and 
dividends  for  them  without  charge.  Par- 
ties purchasing  stocks  outright,  by  re- 
mitting the  full  cost  of  purchase,  can  have 
the  certificates  registered  in  their  own 
names  and  sent  to  them.  Checks  for  any 
dividends  declared  will  then  be  mailed  to 
them  direct.  The  transfer  books  of  a  cor- 
poration usually  close  about  two  weeks 
after  the  dividend  is  declared,  which  is 
generally  payable  about  two  weeks  later. 
Stocks  are  quoted  ex-dividend  (dividend 
off)  at  the  opening  session  of  the  New 
York  Stock  Exchange  on  the  day  that  the 
books  close.  During  the  time  that  the 
books  are  closed,  whether  for  dividend 
or  meeting  of  stockholders,  no  transfer 
of  stock  can  be  made.     H.  C.  &  Co. 


SAN  FRANCISCO  STOCK  AND  EXCHANGE  BOA  III). 


307.  This  exchange  was  organized  Sep- 
tember 11,  1862.  Its  membership  is  limited 
to  100  and  the  presence  of  45  members  is 
necessary  to  do  any  business  except  the 
calling  of  stocks.  The  last  seat  sold  in 
August  1899  for  $1500,  but  "in  the  days 
of  old— the  days  of  gold"  seats  brought 
as  high  as  $10,000.  The  membership  fee 
is  $3  a  month.  The  principal  stocks  dealt 
in  by  this  board  are  mining  stocks,  al- 
though  they  have  a  call   twice  a  day  de- 


voted exclusively  to  bonds  and  local 
stocks  and  securities.  No  charge  is  made 
for  listing  this  class  of  securities.  Appli- 
cations for  listing  stocks  are  made  to  the 
board  on  blanks  furnished  by  the  board 
and  referred  to  the  Stock  List  Committee 
who  report  thereon,  acceptance  or  rejec- 
tion of  the  application  resting  solely  with 
the   board. 

Following  is  the  form  of  application: 
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San  Francisco  Stock  and  Exchange  Board. 


San  Francisco, / 

308. 

^pliltcation  of  the - 

Muting  Compa7iy,  to  be  placed  on  the  regular  list  of  the  San  Francisco  Stock 
and  Exchange  Board. 

Location  of  Claim — — 

Nimiber  of  feet   in    Claim - - 

Number  of  Shares  in  the  Corporation. - 

Par  value  per  Share -- _ 

What  work  has  been  do7ie  07i  the  Property - 


Officers  of  the  Corporation 

Presideyit 

Vice-President 

Secretary 

Treasurer  

Trustees. 


/  hereby  certify  that  I  have  read  the  foregoing  application  and  that  the  statement 
made  is  true,  to  the  best  of  my  knowledge  and  belief 


President. 
To  the  President  of  the  San  Francisco  Stock  and  Exchange  Board  : 

Sir: 

The  undersigned  members  of  the  Stock-List  Committee  respectfully  report  that 

they  have  examined  into  application  of  the 

Mining  Company,  and  recommend  that  the  same  be  placed  on  the  regular  list,  upon  pay- 
ment of  the  fee  of - Dollars. 


Committee. 
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RULES  OF  S.  F.  STOCK  AND  EXCHANGE  BOARD. 


309.  The  board  meets  every  day  ex- 
cepting Sundays  and  legal  holidays,  and 
Is  allowed  by  the  by-laws  a  summer 
vacation  which  must  not  exceed  5  days  at 
and  including  the  4th  of  July  adjourn- 
ment. 

There  are  two  sessions  a  day,  one  at  9:30 
a.  m.  and  the  other  at  2:30  p.  m.,  except- 
ing Saturday,  when  there  is  but  one  ses- 
sion at  9:30  a.  m. 

The  Chairman  calls  the  stocks,  and  he  is 
bound  by  a  solemn  pledge  to  the  Board 
through  its  President,  not  to  act  as  a 
broker,  or  be  interested  directly  or  indi- 
rectly, in  the  purchase  or  sale  of  stocks. 

The  Secretary  keeps  a  full  and  faithful 
record  of  all  purchases  and  sales,  and  this 
record  is  considered  binding  on  the  mem- 
bers. 

CONSTITUTION. 
ARTICLE  XIII. 

310.  In  case  of  retirement  of  a  member 
in  good  standing,  he  shall  have  the  right 
to  dispose  of  his  privileges  in  the  Board 
and  to  nominate  a  successor  to  f!ll  the 
vacancy  occasioned  by  his  retirement, 
provided,  that  no  nominee  of  a  retiring 
member  shall  acquire  any  right  or  priv- 
ilege until  elected  in  the  manner  and  form 
prescribed  by  this  Constitution,  it  being 
distinctly  understood  r  nd  agreed,  between 
the  Board  and  each  member  thereof,  that 
the  Board  reserves  the  right  to  reject  any 
nominee. 

In  the  event  of  the  death  of  a  solvent 
member,  the  Board  will  dispose  of  the 
vacant  seat  to  the  best  advantage  for  the 
benefit  of  his  widow  and  children,  or 
those  persons  who  shall  be  designated  by 
him  in  his  last  will  and  testament.  But 
no  person  shall  be  designated  as,  or  per- 
mitted to  become  a  successor  to  the  priv- 
ileges of  membership  in  the  Board  by 
virtue  of  any  instrument  in  the  nature 
of  a  will. 

ARTICLE  XVIII. 

311.  No  fictitious  sales  or  contracts  shall 
be  made  at  this  Board.  Any  member  or 
members  contravening  this  Article  may, 
upon  conviction  thereof,  be  suspended. 

BY-LAWS. 

312.  Following  are  some  excerpts  from 
the  by-laws: 

ARTICLE  III. 

313.  The  fee  for  placing  mining  stock  on 
the  regular  list  shall  be  five  hundred  dol- 
lars each,  and  no  stock  shall  be  bought  or 
sold  at  any  of  the  sessions  of  the  Board 


unless  the  same  shall  have  been  approved 
by  the  stock  list  committee  and  regularly 
listed.  This  Board  reserves  the  right  to 
suspend  the  calling  of  any  stock,  at  any 
time,  by  a  two-thirds  vote  of  the  members 
present.  All  mining  stocks  remaining  on 
the  list  over  one  year  shall  pay  one  hun- 
dred dollars  per  annum  in  advance.     •    • 

ARTICLE  V. 

314.  All  offers  for  stock,  etc.,  made  and 
accepted,  shall  be  binding,  whether  called 
by  the  Presiding  Officer  or  not;  and  in 
case  there  are  two  or  more  claimants 
for  the  purchase  or  sale,  the  Presiding 
Officer  shall  decide  the  same,  or  he  may 
appeal  to  the  Board  for  their  decision. 
No  sale  shall  be  recorded  unless  made 
on  the  call,  except  by  unanimous  consent. 

ARTICLE  VI. 

315.  In  all  propositions  to  buy  or  sell, 
the  offer  shall  be  accompanied  with  some 
specific  number  of  shares. 

ARTICLE  VII. 

316.  After  the  call  of  each  stock,  if  any 
transactions  have  been  made,  the  record 
of  purchases  and  sales  may  be  read,  which 
reading  shall  confirm   the   same. 

ARTICLE  X. 

317.  All  purchases  and  sales  made  at  this 
Board  shall  be  settled  the  following  day. 
unless  expressed  to  the  contrary,  and  all 
purchases  and  sales  falling  due  on  such 
holidays  as  are  observed  by  the  banks  or 
during  any  adjournment  of  the  Board 
shall  be  settled  on  the  succeeding  busi- 
ness day. 

ARTICLE  XII. 

318.  Where  money  Is  loaned  on  stocks 
by  a  broker,  he  may  require  the  borrower 
to  continually  keep  his  deposit  up  to  thirty 
per  cent  of  the  market  price  of  the  stock; 
and  should  the  said  borrower  fall  to  do  so, 
then  the  broker  shall  have  the  right  to 
sell  out  or  buy  in  such  stocks  through  the 
Presiding  Officer,  with  or  without  notice 
or  demand  to  the  borrower.    •    •    • 

ARTICLE  XV. 

319.  No  stocks  shall  be  called  at  the 
Board,  the  transfer  of  which  Is  not  allowed 
to  be  made  within  the  usual  hours  of 
business  as  frequently  as  may  be  desired 
by  the  stockholders. 

ARTICLE   XVI. 

320.  Whenever  the  transfer  books  of  a 
company  shall  be  closed  by  any  legal  im- 


164  — 


pediment,  so  as  to  render  the  time  of  their 
being  open  again  uncertain,  then  the  de- 
liveries of  stoclc  of  such  company,  in  sat- 
isfaction of  all  purchases  and  sales  shall 
be  made  by  notarial  power-of-attorney, 
irrevocable,  containing  assignments,  and 
bill  of  sale,  and  certificate;  the  papers  to 
be  satisfactory  to  recipient,  or  passed  up- 
on by  the  Board. 

ARTICLE  XXI. 

321.  In  all  sales,  dividends  declared  af- 
ter the  sale  and  before  the  payment  and 
delivery  shall  go  to  the  purchaser. 

Should  a  stock  upon  which  a  dividend 
has  been  declared  be  delivered  whilst  the 
transfer  books  of  the  Company  are  closed, 
the  purchaser  shall  have  the  right  to  de- 
duct the  dividend. 

When  mining  companies  make  stock  or 
scrip  dividends,  the  stock  or  scrip  so 
divided  shall  go  with  the  original  stock 
for  ninety  days  from  date  of  distribution. 

The  accrued  interest  on  all  stocks  and 
bonds,  not  especially  excepted  in  the  by- 
laws, shall  go  to  the  purchaser. 

ARTICLE  XXII. 

322.  In  all  sales  of  stock,  the  buyer  shall 
pay  any  assessments  levied  and  not  de- 
linquent at  time  of  sale;  provided,  that 
the  levying  of  such  assessment  by  any 
company  shall  have  been  previously  an- 
nounced by  the  Presiding  Officer  in  open 
Board;  but  no  assessments,  whether  pay- 
able instanter  or  otherwise,  shall  be  con- 
sidered delinquent  until  thirty  days  from 
the  day  on  which  it  is  levied.     *    *    « 

ARTICLE  XXV. 

Establishing  a  Uniform  Rate  of  Commis- 
sion. 

323.  No  member  of  this  board  shall  trans- 


act any  business  in  mining  stocks,  as  a 
stockbroker,  upon  commission  at  a  less 
rate  than  one-half  of  one  per  cent,  except 
for  another  member,  when  the  commis- 
sion shall  not  be  less  than  one-eight  of 
one  per  cent;  provided,  that  upon  each 
and  every  order  in  any  one  stock  not  ex- 
ceeding in  amount  .$200,  the  commission 
shall  not  be  less  than  one  dollar,  except 
for  another  member,  when  the  commis- 
sion shall  not  be  less  than  twenty-five 
cents,  nor  shall  any  member  be  per- 
mitted to  avoid  the  effect  of  this  by-law 
in  either  of  the  aforesaid  cases  by  means 
of  any  rebate,  deduction,  or  allowance; 
not  charging  commission  on  joint-stock 
transactions,  or  on  all  purchases  or  sales 
in  every  account,  whether  on  behalf  of 
members  or  non-members,  or  in  any 
other  manner  whatever,  susceptible  of 
proof  to  the  satisfaction  of  the  Board,  of 
an  intention,  either  directly  or  indirectly, 
to  evade  its  provisions;  provided,  that  no 
member  shall  be  compelled  to  charge  com- 
mission where  the  occasion  of,  or  the  ser- 
vice rendered,  is  of  an  exceptional  or 
casual  nature.    *    *    *    * 

ARTICLE  XXIX. 

324.  No  members  of  this  Board  shall 
employ  directly  or  indirectly,  a  non-mem- 
ber to  buy  and  sell  mining  stocks  dealt  in 
at  the  Board,  under  a  penalty  of  one  thou- 
sand dollars  for  each  offense. 

325.  LIST   OF   OFFICERS   FOR   YEAR 

1899. 

PRESIDENT E.   P.  BARRETT 

VICE  PRESIDENT A.  J.  M'DONELL 

CHAIRMAN O.    V.    WALKER 

TREASURER GEO.   T.  MARYE,  JR. 

SECRETARY FRED    W.    HADLEY 


LEGISLATION  AFFECTING   CORPORATIONS   WHOSE   STOCKS 
ARE  LISTED  ON  EXCHANGE. 


326.  It  seems  opportune  to  present  at 
this  time  certain  legislative  acts  incor- 
porated in  the  Civil  Code  of  California 
regulating  the  acts  and  prescribing  the 
duties  of  officers  of  corporations  whose 
stocks  are  listed  on  public  exchange  in 
this  State. 

"An  act  for  the  better  protection  of  the 
stockholders  in  corporations  formed  under 
the  laws  of  the  State  of  California  for 
the  purpose  of  carrying  on  and  conduct- 
ing the  business  of  mining." 

BOOKS    OF    MINING    CORPORATIONS. 

Section   1.    It   shall  be  the  duty   of  the 

secretary  of  every  corporation  formed  for 


the  purpose  of  mining,  or  conducting 
mining  in  the  State  of  California,  to  keep 
a  complete  set  of  books  showing  all  re- 
ceipts and  expenditures  of  such  corpora- 
tions, the  sources  of  such  receipts,  and  the 
object  of  such  expenditures,  and  also  all 
transfers  of  stock.  All  books  and  papers 
shall,  at  all  times  during  business  hours, 
be  open  to  the  inspection  of  any  bona  fide 
stockholder;  and  if  any  stockholder  shall 
at  any  time  so  request,  it  shall  be  the 
duty  of  the  secretary  to  attend  at  the 
office  of  said  company  at  least  one  hour 
in  the  day  out  of  regular  business  hours, 
and  exhibit  such  books  and  papers  of  the 
company  as  such  stockholder  may  desire. 
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who  shall  be  entitled  to  be  accompanied 
by  an  expert;  and  he  shall  also  be  en- 
titled to  make  copies  or  extracts  from  any 
such  books  or  papers.  Any  stockholder, 
may  at  reasonable  hours,  have  permis- 
sion to  examine  such  mining  property, 
and  he  shall  be  entitled  to  be  accom- 
panied by  an  expert  to  examine  such  prop- 
erty, to  take  samples,  and  to  make  such 
other  examination  as  he  may  deem  nec- 
essary. It  shall  be  the  duty  of  the  dir- 
ectors, on  the  second  Monday  of  each 
month,  to  cause  to  be  made  an  itemized 
account  or  balance  sheet  for  the  previous 
month,  embracing  a  full  and  complete 
statement  of  all  disbursements  and  re- 
ceipts, showing  from  what  sources  such 
receipts  were  derived,  and  for  what  and 
to  whom  such  disbursements  or  payments 
were  made,  and  for  what  object  or  pur- 
pose the  same  were  made;  also  all  in- 
debtedness or  liabilities  incurred  or  exist- 
ing at  the  time,  and  for  what  the  same 
were  incurred,  and  the  balance  of  money, 
if  any,  on  hand.  Such  account  or  balance 
sheet  shall  be  verified  under  oath  by  the 
President  and  Secretary  and  posted  in 
some  conspicuous  place  in  the  ofllce  of  the 
company.  It  shall  be  the  duty  of  the  sup- 
erintendent, on  the  first  Monday  of  each 
month  to  file  with  the  Secretary  an  item- 
ized account,  verified  under  oath,  show- 
ing all  receipts  and  disbursements  made 
by  him  for  the  previous  month,  and  for 
what  said  disbursements  were  made.  Such 
account  shall  also  contain  a  verified  state- 
ment showing  the  number  of  men  em- 
ployed under  him,  and  for  what  purpose, 
and  the  rate  of  wages  paid  to  each  one. 
He  shall  attach  to  such  account  a  full 
and  complete  report,  under  oath,  of  the 
work  done  in  said  mine,  the  amount  of 
ore  extracted,  from  what  part  of  the  mine 
taken,  the  amount  sent  to  mill  for  re- 
duction, its  assay  value,  the  amount  of 
bullion  received,  the  amount  of  bullion 
shipped  to  the  ofllice  of  the  company  or 
elsewhere,  and  the  amount,  if  any  re- 
tained by  the  Superintendent.  It  shall 
also  be  his  duty  to  forward  to  the  office 
of  the  company  a  full  report,  under  oath, 
of  all  discoveries  of  ores  or  mineral-bear- 
ing quartz  made  in  said  mine,  whether  by 


boring,  drifting,  sinking,  or  otherwise, 
together  with  the  assay  value  thereof.  All 
accounts,  reports  and  correspondence 
from  the  Superintendent  shall  be  kept  in 
some  conspicuous  place  in  the  office  of 
said  company,  and  to  be  open  to  the  in- 
spection of  all  stockholders;  provided, 
that  this  section  shall  apply  only  to  min- 
ing corporations  whose  stock  is  listed  and 
offered  for  sale  at  public  exchange,  and 
shall  not  apply  to  mining  corporations 
whose  stock  is  not  listed  in  the  public 
exchange,  and  is  not  offered  for  public 
sale.  (Amended  February  26.  1897;  ststs. 
1897.  p.  38.) 

327.     An    Act    to    Protect    Stockholders 
and    Persons    Dealing   With    Corpora- 
tions  in   This    State. 
(Approved  March  29,  1878;   1877-8,  695.) 
Frauds  and  misrepresentations,  penalty 
for. 

Section  1.  Any  superintendent,  director, 
secretary',  manager,  agent,  or  other  officer 
of  any  corporation  formed  or  existing 
under  the  laws  of  this  state,  or  transact- 
ing business  in  the  same,  and  any  person 
pretending  or  holding  himself  out  as  such 
superintendent,  director,  secretary,  man- 
ager, agent,  or  other  oflficer.who  shall  wil- 
fully subscribe,  sign,  indorse,  verify,  or 
otherwise  assent  to  the  publication,  either 
generally  or  privately,  to  the  stockholders 
or  other  persons  dealing  with  such  cor- 
poration, or  its  stock,  any  untrue  or  wil- 
fully and  fraudulently  exaggerated  report, 
prospectus,  account,  statement  of  opera- 
tions, values,  business,  profits,  expendi- 
tures, or  prospects,  or  other  paper  or  doc- 
ument, intended  to  produce  or  give,  or 
having  a  tendency  to  produce  or  give,  to 
the  shares  of  stock  in  such  corporation  a 
greater  value,  or  less  apparent  or  market 
value,  than  they  really  possess,  or  with 
the  intention  of  defrauding  any  particu- 
lar person  or  persons,  or  the  public,  or 
persons  generally,  shall  be  deemed  guilty 
of  a  felony,  and  on  conviction  thereof 
shall  be  punished  by  imprisonment  in  the 
state  prison  or  a  county  jail  not  exceed- 
ing two  years,  or  by  fine  not  exceeding 
five  thousand  dollars,  or  by  both;  pro- 
vided, that  this  act  shall  be  construed  to 
apply  only  to  corporations  whose  capital 
stock  has  been  or  shall  hereafter  be  listed 
at  a  stock  board  or  stock  exchange  in  this 
state,  or  whose  shares  be  regrularly  bought 
and  sold  in  the  stock  market  in  this  state. 


Oil  Exchanges, 


328.  Judging  from  the  number  of  oil  com- 
panies that  have  been  formed  within  the 
past  year,  the  extent  of  the  development 
going  on,  the  product  of  the  wells  that  are 
flowing,  the  amount  of  money  invested 
and  the  number  of  people  interested,  the 
oil  fields  of  California  bid  fair  to  rival  in 
wealth  producing  the  gold  fields  of  the 
early  days.  Of  course  every  well  will  not 
flow  and  every  investor  will  not  get  rich. 
Indeed  some  of  them  will  get  poorer  for 
the  reason  that  all  of  the  companies  are 
not  genuine,  many  of  them  being  what  are 
commonly  known  as  "Wild-cat"  schemes. 
But  there  are  many  good  companies  and 
there  is  plenty  of  oil  in  California,  and  to 


trade  in  the  stocks,  products  and  secure- 
ties  of  these  latter,  two  oil  exchanges 
have  been  formed  in  San  Francisco,  viz: 
The  California  Oil  Exchange  and  the  Pro- 
ducers' Oil  Exchange.  The  fact  that  a 
company's  stock  is  listed  on  exchange  is 
an  evidence  that  it  has  something  more 
than  a  charter,  something  more  than  an 
existence  on  paper,  that  a  person  dealing 
in  its  stock  is  nominally  safe,  for  the 
reason  that  its  affairs  and  condition  is  in- 
vestigated before  it  is  placed  on  the  ex- 
change list,  but  there  is  no  absolute  guar- 
antee of  its  safety,  as  it  may  be  dropped 
from  the  list  at  any  time  that  investiga- 
tion proves  its  unworth. 


CALIFORNIA  OIL  EXCHANGE. 


329.  This  exchange  was  organized  Au- 
gust 8,  1899,  for  the  purpose  of  dealing  in 
petroleum,  istocks  and  other  secureties.  The 
first  call  of  stock  was  Oct.  18,  1899.  There 
are  two  daily  sessions,  viz:  10:30  a.  m. 
and  3  p.  m.  The  number  of  members  is 
limited  to  65,  and  only  citizens  of  the 
United  States  over  twenty-one  years  old 
are  eligible  to  membership.  The  initiation 
fee  when  admitted  by  election  is  $250,  and 
when  admitted  by  transfer,  $150.      But  a 


member  can  not  transfer  his  seat  until 
the  name  of  the  proposed  transferree  shall 
have  been  submitted  to,  and  approved  by 
the  Committee  on  Admissions.  Members 
are  required  to  pay  an  annual  fee  of  $60 
payable  quarterly  in  advance.  The  cost  of 
listing  stocks  on  this  exchange  is  $100  per 
annum,  payable  in  advance.  That  com- 
panies have  to  do  something  more  than 
signify  their  wishes  to  have  their  stocks 
listed,  is  shown  by  the  following  form  of 
application: 


—  KJT  — 
Application  for  Listing  Securities. 


330. 


CALIFORNIA    OIL     EXCHANGE 

SAN     FRANCISCO.     CAL. 


Name  of  company Purpose  for  which  organized 


Date  of  incorporation  or  charter 

Under  what  act  chartered  or  law  incorporated 

Amount  of  capital  paid  in 

How  much  cash,  how  much  property  and  what  property. 


How  much  money  available  for  development  purposes 

Number  of  shares Number  of  shares  issued 

Far  value  of  shares Is  stock  fully  paid 

If  not,  how  much  paid Location  of  principal  office 

Location  of  transfer  office  where  certificates  are  registered 

Names  of  officers 

Names  of  Directors 

Amount  of  reserve  fund,  if  any , 

Amount  of  funded  or  floating  debt 

Has  interest  been  paid  regularly  on  bonded  indebtedness 

Have  dividends  been  paid  on  stock If  so,  how  many  and  amount 

State  if  paid  monthly,  quarterly,  semi-annually  or  annually 

Property  owned  by  said  cotnpatiy  and  location _ 


IVells  and  production,  if  any,  and  location 

J/ow  many  producing  wells How  many  wells  drilling 

We  agree  to  render  further  statements  from  time  to  time  when  called  on  to  do  so  by  the  Exchange. 
Remarks 


State  of  California,  \ 

\ss. 
County  oj ) 

being  duly  sworn,  says  that  he  is 

the of  the Company,   that 

he  has  read  the  foregoing  application  and  that  all  the  statements  therein  contained  are  true 

of  his  own  knowledge. 

Subscribed  and  sworn  to  before  mc 

this day  of 


Notary  Public. 
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ARTICLE   IX. 

331.  Sec.  1.  No  person  except  as  herein- 
before provided,  shall  be  admitted  to  the 
floor  of  the  exchange,  and  none  but  mem- 
bers shall  be  permitted  to  make  trans- 
actions on  the  floor  of  the  exchange. 

Sec.  2.  Strangers  from  a  distance,  and 
members  from  other  exchanges,  may  be 
introduced  by  other  members  and  admit- 
ted as  visitors  for  one  day  only,  except 
that  the  chairman  of  the  room  committee 
may  extend  such  privilege  from  day  to 
day,  not  to  exceed  (6)  days  in  any  (30) 
days. 

ARTICLE  XIII. 

332.  1.  At  such  time  or  times  as  the  Gov- 
erning Committee  may  designate,  a  call 
shall  be  made  of  the  regular  list  of  se- 
cureties,  and  all  transactions  made  dur- 
ing these  calls  shall  be  recorded  in  a  book 
kept  for  that  purpose.  No  person,  except 
the  persons  authorized  by  the  Governing 
Committee,  shall  be  permitted  to  make 
entries  in  the  book  of  record. 

2.  Members  making  transactions  be- 
tween the  calls  may  have  the  same  re- 
corded by  furnishing  a  memorandum  of 
such  transactions. 

3.  All  offers  to  buy  or  sell  stocks  shall 
be  per  share;  all  other  commodities  by  a 
certain  designated  amount. 

4.  All  offers  to  buy  and  sell  stocks,  un- 
less otherwise  specified,  shall  be  under- 
stood to  be  for  fifty  (50)  shares,  and  only 
this  amount  or  multiples  thereof  shall 
make  a  quotation. 

5.  Bids  and  offers  may  be  made  for 
cash  or  regular  delivery,  or  for  delivery 
at  any  future  time  not  exceeding  one  year, 
but  all  bids  and  offers  not  specifying  time 
of  delivery,  shall  mean  regular  delivery. 

7.  All  offers  to  buy  and  sell  petroleum 
shall  be  per  barrel.  Bids  and  offers  un- 
less otherwise  specified,  shall  be  made  in 
lots  of  1000  barrels,  for  cash,  regular  de- 
livery, or  for  delivery  at  any  future  time, 
but  all  bids  and  offers  not  specifying  time 
of  delivery  shall  mean  regular  delivery. 

9.  On  the  day  of  the  closing  of  the 
transfer  books  of  any  stock  or  dividend, 
all    transactions    in    such    stock    shall    be 


"dividend  on"  up  to  the  time  ofllcially 
designated  for  the  payment  of  such 
dividend.  All  transactions  on  that  day 
shall  be  "ex-dividend." 

10.  In  all  contracts  of  time,  the  seller 
shall  pay  any  assessments  that  may  be 
called  for  between  the  day  of  sale  and 
the   day   of  delivery. 

11.  The  owner  of  loaned  stock  shall  re- 
ceive all  dividends  and  pay  all  assess- 
ments or  installments  on  the  same. 

13.  A  declaration  to  buy  or  sell  in  open 
exchange  can  be  accepted  by  any  member. 

14.  All  offers  to  buy  or  sell  shall  be 
binding,  if  accepted  at  the  time  the  offer 
is  made,  and  no  member  can  withdraw  an 
offer  or  bid  except  in  an  audible  voice. 

17.  Fictitious  transactions  are  posi- 
tively forbidden  and  render  the  parties 
concerned  liable  to  a  fine  suspension  or 
expulsion  from  the  exchange. 

ARTICLE  XV. 

333.  Borrowed  or  loaned  petroleum  or 
securities  shall  be  entitled  to  the  benefit 
of  the  rules  of  the  exchange  the  same  as 
purchases  and  sales.  Notices  on  borrowed 
or  loaned  petroleum  must  be  given  at  or 
before  2:30  p.  m.  to  secure  their  delivery 
on  the  following  business  day. 

ARTICLE  XXX. 

334.  1  All  petroleum  stocks,  and  other 
secureties  sold  "cash"  shall  be  delivered 
on  the  day  of  sale,  at  or  before  2:30  p.  m. 

2.  All  petroleum,  stocks,  bonds  and 
secureties  sold  "regular"  shall  be  deliv- 
ered before  2:30  p.  m.  the  following  busi- 
ness day,  except  transactions  or  Friday 
shall  be  deliverable  on  or  before  12  m. 
Saturday. 

3.  Deliveries  shall  be  made  either  by 
transfer  or  by  power  of  attorney  and 
certificates  properly  executed. 

ARTICLE   XXXril. 

335.  A  barrel  of  oil  shall  be  understood 
to   mean   (42)   gallons. 

ARTICLE  XXXIV. 

336.  1.  Brokers'  commission  shall  be 
one-half  of  one  per  cent  for  sales  or  pur- 
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chases  with  the  minimum  charge  of  $1  for 
any  single  transaction. 

2.  Any  charge  for  necessary  revenue 
stamps  in  transaction  in  stocks  shall  be 
paid  for  by  the  seller  of  the  stock  and  not 
by  the  broker. 


OFFICERS  FOR  THE  YEAR  1899. 

337.  Wendell  Easton,  President;  R.  K. 
Herron.  Vice  President;  Wm.  Edwards, 
Chairman;  Henry  J.  Crocker,  Treasurer; 
Emile  E.  Kahn,  Secretary. 


PRODUCEKS'  OIL  EXCHANGE 


338.  This  exchange  was  organized  on 
September  5,  1899,  and  commenced  business 
October  23,  1899.  At  present  they  deal  in 
oil  stocks  and  securities  and  they  state 
in  their  prospectus  that  "when  the  pro- 
duction shall  have  reached  such  a  point 
that  reservoirs  will  have  to  be  provided 
to  care  for  the  accumulation  of  oil, 
storage  certificates  will  also  be  dealt  in , 
as  at  present  practiced  in  the  eastern 
states,  thereby  affording  a  cash  market 
for  the  producers  as  fast  as  the  oil  is 
taken  from  the  wells." 

339.  "The  exchange  fee  for  listing  is 
$100,  which  covers  all  charges  from  this 
date  to  Jauary  1,  1901  •  *  *  •  the  an- 
nual renewal  charge  thereafter  is  fixed  at 
$50." 

340.  Membership  in  this  exchange  is 
limited   to   100.     The   cost   of   membership 


is  $250,  and  the  monthly  dues  of  members 
$2  each.  There  are  two  sessions  a  day, 
one  at  11  a.  m.  and  the  other  at  3  p.  m. 
Both  cash  and  regular  sales  are  made. 
Regular  sales  are  delivered  the  next  day. 
The  stocks  are  called  by  the  chairman, 
Joseph  L.  King  acting  at  present  in  that 
capacity.  At  present  the  caller  is  per- 
mitted to  act  as  broker.  The  rate  of  com- 
mission charge  is  %  of  1  per  cent,  and  be- 
tween members  of  the  exchange  %  of  I 
per  cent.  The  penalty  for  violating  this 
rule  is  expulsion.  Members  cannot  borrow 
stock  from  this  exchange  to  make  up  a 
short  sale. 

341.  Fictitious  sales  or  contracts  are 
not  allowed  to  be  made  at  this  exchange. 
Conviction  of  this  offence  is  punishable  by 
suspension.  The  record  of  the  secretary 
is  considered  binding  on  the  members. 


—  170  — 
Producers'  Oil  Exchange. 

MILLS    BUILDING. 


San  Francisco, — - / 

342. 

^Ptilicatlon  of  the - 

Oil  Company,  to  be  placed  on  the  regular  list  of  the  Producers'  Oil  Exchange. 

Number  of  Acres  in  Property — - 

Location   of  Property - 

Title - - 

Location  of  Office 

Number  of  Shares  in  the  Corporation — 

Par  Value  per  Share x - 

What  work  has  been  done  on  the  Property 


Officers  of  the  Corporation : 

President 

Vice-President 

Secretary 

Treasurer _ 

Directors - 


/  hereby  certify  that  I  have  read  the  foregoing  application  and  that  the  state- 
ment made  is  true,  to  the  best  of  my  k7iowledge  a7id  belief 


President. 
To  the  President  of  the  Producers'  Oil  Exchange  : 

Sir  : — The  undersigned  members  of  the  Committee  on  Securities  and  lyisting  of 

Stocks  respectfully  report  that  they  have  examined  into  the  application  of  the -, 

Oil  Company,  and  recommend  that  the  same  be  placed 

on  the  regular  list,  upon  the  payment  of  the  fee  of Dollars. 


Committee 
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343.  "The  exchange  reserves  the  right 
to  suspend  the  calling  of  any  stock,  bond 
or  certificate,  at  any  time  by  a  two-thirds 
vote  of  the  members  present." 

344.  "All  offers  for  stock,  etc.,  made  and 
accepted  shall  be  binding  whether  called 
by  the  presiding  officer  or  not." 

345.  The  minutes  shall  confirm  all 
transactions  made  on  call. 

346.  Members  of  the  exchange  are  not 
allowed  to  do  any  business  in  stocks, 
bonds  or  certificates  outside  of  the  ex- 
change, but  informal  sessions  may  be  held 
in  the  exchange  rooms  at  certain  hours, 
and  business  transacted  at  these  sessions 
shall  be  binding  same  as  if  transacted  at 
regular  sessions. 

347.  "The  bids  or  offers  for  the  purchase 
or  sale  of  shares  of  stock  shall,  during  all 
regular  and  informal  sessions  be  confined 
exclusively  to  members  of  the  exchange." 

ARTICLE  XXI. 

348.  Dividends  Declared  and  In- 

terest Accrued  After  Sale 
—Scrip  Dividends. 

In  all  sales,  dividends  declared  after  the 
sale  and  before  the  payment  and  delivery 
shall  go  to  the  purchaser. 

Should  a  stock  upon  which  a  dividend 
has  been  declared  be  delivered  whilst  the 
transfer  books  of  the  company  are  closed, 
the  purchaser  shall  have  the  right  to  de- 
duct the  dividend. 

When  companies  make  stock  or  scrip 
dividends,  the  stock  or  scrip  so  divided 
shall  go  with  the  original  stock  for  ninety 
days  from  date  of  distribution. 

The  accrued  interest  on  all  stocks  and 
bonds,  not  especially  excepted  in  the  by- 
laws, shall  go  to  the  purchaser. 

ARTICLE  XXII. 

349.  Assessments,    When    Delin- 

quent and  by  Whom 
Paid. 
In  all  sales  of  stock,  the  buyer  shall  pay 
any  assessments  levied  and  not  delin- 
quent at  time  of  sale:  provided,  that  the 
levying  of  such  assessment  by  any  com- 
pany shall  have  been  previously  an- 
nounced by  the  Presiding  Officer  in  open 


exchange,  but  no  assessment,  whether 
payable  instanter  or  otherwise,  shall  be 
considered  delinquent  until  thirty  days 
from  the  day  on  which  it  is  levied. 

When  an  assessment  Is  levied  on  a 
stock  and  made  payable  monthly,  or  at 
different  periods,  in  installments,  each 
payment  shall  be  governed  by  this  article, 
and  become  delinquent  as  follows:  the 
first  payment  in  thirty  days  from  the  date 
of  levy;  the  second,  in  thirty  days  from 
the  day  on  which  it  is  made  payable;  the 
third,  the  same,  and  so  on.  The  day  on 
which  an  assessment  is  levied  is  not 
counted  as  one  of  the  thirty  days. 

ARTICLE  XLV. 

350.  That  the  secretaries  of  all  oil  com- 
panies be  requested  to  inform  this  ex- 
change of  all  dividends  declared  on  their 
capital  stock  at  the  time  of  their  declara- 
tion. 

ARTICLE   XLVIII. 

351.  Resolved,  "That  the  Pressident  be 
authorized  to  employ  an  expert  account- 
ant as  occasion  may  demand,  for  the  pur- 
pose of  making  a  thorough  examination 
of  the  books  and  vouchers  of  the  various 
oil  companies,  listed  at  this  exchange,  and 
reporting  the  results  thereof  in  each  case 
as  completed.  Said  report  to  contain  full 
particulars  of  the  financial  administration 
of  the  said  companies,  and  such  other  de- 
tails of  management  as  may  be  necessary 
for  the  information  and  guidance  of  the 
members  of  this  exchange,  in  arriving  at 
proper  conclusions  as  to  their  true  con- 
dition. 

The  President  is  further  authorized  and 
empowered  to  request  on  behalf  of  this 
exchange,  that  said  companies  permit 
such  investigation  to  be  made,  and  should 
he  meet  with  refusal  from  any  of  them, 
then  to  qualify  said  accountant,  to  legally 
enforce  his  demand  to  the  right  to  carry 
out  the  object  of  this  resolution. 

OFFICERS. 

352.  G.  W.  Terrill,  President;  Jos.  L. 
King, Vice  President  and  Chairman:  W.  J. 
Berry,  Treasurer;  Bank  of  California,  De- 
pository; R.  W.  Heath,  Secretary. 
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TECHNICAL  TEKMS  USED  ON  EXCHANGE. 


353.  BULLS.  The  term  "Bull"  is  de- 
rived from  the  tendency  of  a  bull  to  raise 
up  with  his  horns  obstacles  that  come  in 
his  way.  It  is  applied  to  brokers  who  be- 
ing "long"  on  certain  stocks  try  to  ad- 
vance the  price  in  order  to  compel  others 
to  buy,  who  have  contracts  to  fill,  hence 
bulling  the  market  on  certain  stocks, 
means  scheming  on  the  part  of  the  hold- 
ers of  such  stocks  to  inflate  or  increase 
the  market  price  of  those  stocks. 

354.  BEARS.  The  term  "Bear"  is  de- 
rived from  the  characteristic  of  the  bear 
to  tear  down,  hence  the  bear  on  change 
is  the  broker  who,  being  short  on  stocks 
or  wishing  to  buy  stocks  to  fill  his  orders, 
seeks  to  tear  down  or  depreciate  the  value 
of  the  stocks  he  desires  to  purchase.  The 
bears  achieve  their  purpose  by  various 
methods — one  being  to  offer  the  stock 
they  wish  to  "bear"  away  down,  causing 
a  scare  among  others  holding  the  same 
stock,  who  also  offer  it,  and  the  bears 
buy  it  up  and  gain  their  point. 

355.  LONG  OF  STOCKS:  When  an 
operator  buys  a  large  amount  of  stock 
and  holds  it  in  the  hope  of  a  rise  in  prices 
he  is  said  to  be  long  on  stocks. 

356.  SHORT  OF  STOCKS:  When  an 
operator  sells  more  stock  than  he  con- 
trolls  or  possesses,  in  the  hope  that  he 
can  buy  it  at  a  less  figure  and  thereby 
reap  a  profit,  he  is  said  to  be  "short  of 
stocks"  or  to  have  sold  short. 

357.  A  POINT:  By  a  point  is  meant  1 
per  cent  on  the  par  value  of  the  stock  or 
bond,  as  the  case  may  be,  not  on  the 
market   value. 

358.  PUTS:  A  written  or  printed 
agreement  or  contract  with  a  broker  by 
which  he  agrees  or  contracts  to  buy  a 
certain  number  of  shares  of  specified 
stock  at  a  stipulated  price  any  time 
within  thirty  days.  It  is  understood 
that  he  is  to  have  one  day's  notice  ex- 
cepting on  the  expiration  of  the  time 
limit.  For  this  privilege  you  pay  your 
broker  a  certain  sum,  a  sort  of  insur- 
ance for  the  risk  he  takes.  The  word 
"put"  in  this  instance  is  controvertible 
with  "sell,"  as  to  put  a  man  stock  means 
to  sell  him  the  stock. 

359.  CALLS:  A  call  is  opposed  to  a 
"put,"  being  a  contract  with  your  boker 
giving  you  the  right  to  call  on  him  inside 
of  thirty  days  for  a  certain  number  of 
shares  of  a  certain  specified  stock  at  a 
stipulated  price.       You  also  pay  him   for 


this  privilege,  as  he  is  obliged  to  deliver 
the  stock  to  you  within  the  specified  time 
at  the  price  agreed  upon,  no  matter  what 
the  market  price  may  be.  Usually  the 
man  who  has  the  "call"  wants  to  get  that 
particular  stock  and  not  having  available 
funds  he  enters  into  a  contract,  so  that 
he  may  obtain  it  at  the  call  price  when 
his  funds  are  available.  "Call"  is  contro- 
vertible with  "buy." 

360.  A  SPREAD:  A  contract  with  a 
broker  giving  you  the  privilege  to  put 
him  a  certain  number  of  shares  of  a  cer- 
tain stock  at  a  stipulated  price  within 
thirty  days,  or  to  call  on  him  for  a  like 
amount  under  like  conditions  is  called  a 
"spread."  For  this  privilege  you  pay 
him  twice  the  sum  paid  for  a  "put"  or  a 
"call"  contract. 

361.  A  STRADDLE:  When  a  broker  is 
"long"  of  one  option  and  "short"  of  an- 
other, or  when  he  buys  in  one  market  for 
future  delivery  and  sells  in  another  he 
is  said  to  have  straddled  the  market. 

362.  SPREAD  EAGLE:  This  is  the 
term  given  to  the  transaction  of  a  broker 
who  sells  a  certain  number  of  shares  on 
a  certain  time,  and  buys  a  like  number 
of  shares  on  the  same  time  at  a  lower 
figure.  For  example  a  broker  may  sell 
100  shares  of  stock  at  $100  a  share  to  be 
delivered  thirty  days  from  date,  and  he 
may  then  turn  around  and  buy  100  shares 
of  the  same  stock  at  $95  a  share  to  be 
delivered  to  him  in  thirty  days.  If  both 
deliveries  occur  on  the  same  day  he 
makes  a  profit  of  $5  a  share,  but  if  he 
was  obliged  to  deliver  the  stock  he  sold 
before  he  could  obtain  the  stock  he  pur- 
chased, he  would  be  compelled  to  pur- 
chase sufficient  stock  to  fulfill  his  con- 
tract, no  matter  what  the  market  value 
of  it  was. 

363.  WASH  SALE:  This  is  a  fictitious 
sale  between  two  brokers  for  the  purpose 
of  influencing  further  sales  in  a  particular 
stock.  The  object  may  be  either  to  in- 
crease or  decrease  the  price  of  a  particu- 
lar stock,  by  creating  a  false  impression 
as  to  its  market  value. 

364.  A  REGULAR  SALE:  A  sale  made 
one  day  and  payable  before  2  o'clock  the 
next  day. 

365.  A  CASH  SALE:  A  sale  where  the 
stock  is  to  be  delivered  and  paid  for  the 
same  day. 

366.  MAKING  A  TURN:  Selling  for 
cash  and  buying  the  same  stock  on  regu- 
lar sale  is  called  "making  a  turn." 
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367.  MILKING:  This  Is  a  form  of 
"bearing."  It  is  worked  by  a  clique,  one 
or  more  of  whom  reduce  the  price  of  a 
certain  stock  for  the  purpose  of  inducing 
holders  to  sell,  when  the  clique  steps  in 
and  buys. 

368.  BUSY  BEES:  This  is  an  apella- 
tion  given  to  cliques  or  combinations  of 
brokers  who  unite  for  the  purpose  of  in- 
fluencing the  price  of  certain  stocks. 

369.  A  SYNDICATE  is  a  union  of  cao- 
italists  who  combine  their  resources  for 
the  accomplishment  of  some  financial  ob- 
ject, such  as  the  purchase  of  an  issue  of 
Government  Bonds,  certain  railroad  or 
steamship  bonds  or  some  other  large  fin- 
ancial enterprise. 

370.  CURBSTONE  BROKERS:  Men 
who  do  a  brokerage  business  outside  of 
the  exchange  or  on  the  curb  are  called 
curbstone  brokers.  Many  good  and  hon- 
orable men  are  curbstone  brokers,  but 
their  financial  circumstances  will  not  per- 
mit them  to  be  brokers  on  'change,  many 
others  are  of  course  mere  speculators  who 
have  no  capital  invested.  They  are  not 
bound  by  any  set  rules  like  the  members 
of  the  exchange,  and  often  buy  and  sell 
after  regular  exchange  hours.  A  stag  is 
another  name  for  the  man  who  does  busi- 
ness on  the  outside. 

371.  BUCKET  SHOPS:  These  estab- 
lishments pretend  to  do  a  Stock  Exchange 
business,  but  as  a  matter  of  fact  they 
never  transfer  or  deliver  the  stocks  in 
which  they  nominally  deal.  They  are 
mere  gambling  places  where  they  take 
and  register  small  bets  on  the  rise  and 
fall  of  stocks  in  which  they  are  nominal 
dealers. 

372.  A  BOOM:  A  large  increase  in 
value  and  a  corresponding  expansion  of 
credit  is  described  as  a  boom. 

373.  A  FLURRY:  Is  a  small  or  unde- 
veloped boom. 

374.  A  PANIC:  This  is  a  contraction  or 
collapse  of  credit,  following  a  scare 
among  speculators  which  causes  a  reduc- 
tion in  prices. 

375.  A  POOL:  Sometimes  a  number  of 
brokers  pool  or  put  into  a  common  fund 
a  large  sum  of  money  for  the  purpose  of 
manipulating  certain  stocks  to  their  ad- 
vantage, and  then  the  profits  are  divided 
pro  rata.  It  somewhat  resembles  a  syn- 
dicate. 


376.  A  CORNER:  When  a  heavy 
operator  or  combination  of  operators  buy 
and  hold  all  of  a  certain  kind  of  stock 
for  the  purpose  of  creating  a  scarcity,  and 
artificially  raising  the  price,  he  or  they 
are  said  to  have  cornered  the  market. 
They  often  know  before  hand  that  cer- 
tain brokers  have  sold  short  on  this  par- 
ticular stock  and  by  getting  a  corner  on 
it  they  coTnpel  the  "shorts"  to  buy  at 
their  own  prices. 

377.  SELLERS  OR  BUYERS  OPTION 
OR  FUTURE  SALES:  This  is  a  privi- 
lege given  to  either  party,  of  delivering 
the  stock  any  time  within  the  number  of 
days   specified. 

378.  FILL  OR  COVER:  When  an  oper- 
ator sells  more  stock  than  he  has,  he  is 
said  to  have  sold  short,  when  he  buys 
stock  to  cover  the  shortage  which  enables 
him  to  meet  his  contract  he  is  said  to 
fill  or  cover. 

379.  LAME  DUCK:  An  operator  who 
has  lost  heavily,  and  is  consequently 
crippled,  but  who  has  not  failed  in  his 
contracts,  is  called  a  lame  duck. 

380.  A  DEAD  DUCK:  A  broker  who 
is  unable  to  meet  his  contracts  is  called 
a  dead  duck. 

381.  SELL  BUYER  3:  This  is  the  ex- 
change way  of  expressing  a  transaction 
where  the  buyer  has  the  option  of  taking 
his  purchase  either  on  the  day  of  pur- 
chase or  on  any  one  of  the  three  follow- 
ing days,  free  of  interest. 

382.  SELL  SELLER  3:  This  is  the 
same  as  the  preceeding  transaction  with 
this  difference,  that  the  option  rests  with 
the  seller  instead  of  the  buyer.  Of  course 
the  number  of  days  must  not  necessarily 
be  three. 

383.  DIVIDEND  ON:  Means  that  the 
dividend  goes  to  the  purchaser. 

384.  EX.  DIVIDEND:  Means  that  the 
dividend  does  not  go  to  the  purchaser. 

385.  EX.  COUPON:  Means  that  the 
coupon  does  not  go  with  the  sale. 

386.  INTEREST:  This  means  that  the 
purchaser  grets  the  interest. 

387.  B  FLAT:  This  means  that  the 
purchaser  does  not  get  the  Interest. 

3SS.  90@91:  Means  that  90  is  offered 
and  that  91  is  asked,  or  in  other  words, 
if  you  want  to  sell  you  can  get  90  and 
if  you  want  to  buy  you  will  have  to 
pay  91. 
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PURCHASING  STOCKS  AND  BONDS. 


389.  Very  many  persons  invest  their 
surplus  in  stocks  and  bonds  from  which 
they  derive  an  annual  income  without 
any  exertion  on  their  part,  and  with 
comparatively  little  risk,  provided  they 
invest  in  the  right  kind  of  securities.  I 
will  here  present  a  few  problems  in  in- 
vestments in  stocks  and  bonds. 

390.  All  such  questions  are  reducible  to 
questions  in  proportion,  but  a  clear  idea 
of  the  distinction  between  cash  and 
stock  must  be  had  in  order  to  avoid  diffi- 
culty in  calculation.  One  must  always 
keep  in  mind  that  the  first  and  second 
terms  of  his  proportion  must  be  either 
both  cash  or  both  stock,  by  keeping  this 
constantly  in  mind  he  will  have  no  diffi- 
culty. 

391.  Example  1.  How  much  3  per  cent 
stock  at  971/2  can  be  purchased  for  $1,562, 
commission  being  %  per  cent? 

The  price  of  each  $100  worth  of  stock 
is  $97.50  +  12>^  cents  =  $97.62)^.  Hence, 
As  $97.62>^  or  97^  :  1562  : :  100  :  Ans.  — 
in  stock  that  is,  1600  shares. 

392.  Example  2.  How  much  will  be 
realized  from  the  sale  of  $2,400  4  per  cent 
stock  @  107^,  Ys  commission? 

The  seller  receives  $107)^  —  $14  = 
$107>^  cash,  that  is  the  seller  receives 
$107.50  cash  for  every  $100  stock,  hence 
the  proportion 

As  100  :  2400  ::  197}4  '•  Ans.  in  cash,  or 
$2,850. 

393.  Example  3.  Find  the  interest 
arising  from  $3,000    3  per  cent  at  96. 

In  this  case  the  holder  of  the  stock  is 
paid  $3  on  every  $100  stock  or  on  every 
$96  cash ;  but  the  given  Sum  is  stock, 
hence  the  first  term  must  be  stock. 

As  100  stock  :  3,000  stock  : :  $3  :  Ans. 
which  is  in  this  case  $90. 

394.  Example  4.  What  is  the  interest 
arising  from  the  investment  of  $3,000  in 
3  per  cents  at  $96.? 

In  this  case  the  holder  receives  $3  on 
every  $100  stock  or  on  every  $96  cash  ; 
but  the  sum  is  cash  in  this  instance ; 
therefore  the  first  term  must  be  cash,  that 


is  the  cash  value  of  the  stock  and  not  the 
nominal  value,  hence  the  proportion  : 

As  $96  cash  :  $3,000  cash  : :  $3  :  Ans.,  in 
this  case  $93.75. 

395.  Example  5.  What  rate  of  interest 
does  a  person  receive  who  invests  in  4  per 
cents  at  $96  ?  He  receives  $4  on  every  $96 
invested,  hence 

As  96  :  100  ::  4  :  Ans,,  Aye  per  cent. 

396.  Example  6.  Suppose  a  person  ha& 
$3,000  in  U.  S.  4's  @  98,  and  that  they 
drop  3  per  cent,  whereupon  he  sells  out 
and  invests  the  proceeds  in  U.  S.  5's  @ 
104,  what  is  the  difference  in  his  income? 

It  must  at  first  be  understood  that  the 
$3,000  is  stock  and  not  cash,  the  $3,000 
being  the  nominal  value  of  the  securities^ 
$98  per  $100  or  98  per  cent  representing 
the  actual  value  or  the  amount  of  the  in- 
vestment, but  the  interest  is  paid  on  the 
nominal  value  hence  the  following  pro- 
portion to  find  the  first  income  : 

As  100  stock  :  3,000  stock  : :  94  cash  :  to 
first  income — $120. 

The  fall  of  3  per  cent  is  also  on  the  nom- 
inal value,  hence  the  market  value  drops 
from  98  to  95,  then  we  have  the  propor- 
tion : 

As  100  stock  :  3,000  stock  : :  95  cash  :  to 
new  capital— $2,850. 

and 
As  104  cash  :  2,850  cash  : :  5  per  cent  : 
second  income — $137  nearly. 

Answer,  $137  —  $120  =  $17  dift'erence  in 
income. 

The  second  income  might  be  found  by 
the  following  compound  proportion 
As  104  :  95  : :  120  :  second  income 

4  :    5  :: 
The  new  income  varies  inversely'  as  the 
price  of  the  stock,  but  directly  as  the  rate 
of  interest. 

397.  Example  7.  The  Capital  of  a 
Railway  Company  is  $10,000,000  and  they 
have  outstanding  $2,500,000  of  bonds  on 
which  the  pay  4>2  per  cent  interest.  The 
operating  expenses  amount  to  62  per  cent 
of  the  gross  receipts  which  are  found  to 
return  a  dividend  of  8  per  cent  onthe 
stock.     Contemplated  improvements  are 
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now  made  and  the  stock  is  raised  to 
$12,500,000,  after  which  the  gross  receipts 
are  found  to  have  increased  10  per  cent 
and  the  operating-  expenses  to  have  in- 
creased in  the  same  ratio,  how  much  div- 
idend can  now  be  paid  on  the  new  capital  ? 

4>2%on $2,500,000  =  $112,500,  interest  on 

Bonds. 
8%  on  $10,000,000=  800,000,  dividend  on 


stock. 


$912,500,  total  inter- 
est and  dividend. 
Now  let  1     :=  first  gross  receipts 
Then    .62  =  operating-  expenses 

.38  =  first  net  receipts  =  $912,500 


Again  : 

1.1      or      1 -f- 10°/°=^second  gross  receipts 
.682  or  .62  -f  10o/o="  operating  expenses 

.'..418  ^^"  net  receipts 

Then  first  net  receipts  is  to  second  net 
receipts  as  .38  is  to  .418  or  as  10  is  to  11, 
hence,    As  10  :  11  ;:   912,500  :  second  net 

receipts, $1,003,750 

Bond  Interest      .     .     .  112,500 

Balance  for  Dividends        $891,250 
.-.  As  100  :  12,500,000  ::  891,250  :  percent- 
age of  dividend  =r  7.13  per  cent. 


Corporation  Law 


398.  Following-  is  a  digest  of  the  cor- 
poration laws  of  all  the  States  and  Terri- 
tories in  the  Union.  The  term  "Foreign 
Corporations"  used  throughout  this  chap- 
ter,    means    corporations    organized    out- 


side the  State  under  discussion,  in  each 
instance.  For  example,  a  corporation 
formed  in  Nevada  is  a  foreign  c>jrpora- 
tion  in  California,  or  a  corporation  formed 
in  Pennsylvania  is  foreign  to  New  York. 


ALABAMA. 


In  this  state  promoters  or  incorporators 
are  known  and  designated  as  a  "Board 
of  Corporators."  They  receive  their  au- 
thority to  open  subscription  books  to  the 
capital  stock  of  their  proposed  corpora- 
tion from  a  probate  judge  upon  filing  in 
his  court  the  necessary  articles.  When 
r.O  per  cent  of  the  stock  shall  have  been 
subscribed,  a  meeting  of  the  stockholders 
shall  be  held  for  the  purpose  of  electing 
a  board  of  directors.  The  board  of  direc- 
tors elect  the  officers  of  the  corporation. 
Upon  payment  of  20  per  cent  of  the  sub- 
scription to  the  capital  stock  and  having 
secured  the  payment  of  the  balance  in 
either  money  or  property,  the  Board  of 
corporators  shall  certify  to  the  facts  be- 
fore a  probate  judge,  who  will  issue  them 
a  certificate  that  the  corporation  is  fully 
organized.       Corporations    are    chartered 


for  twenty  years  with  the  privilege  of  re- 
newal. The  liability  of  stockholders  is 
limited  to  the  amount  they  owe  individ- 
ually on  the  stock  they  have  subscribed 
for.  Foreign  corporations  are  required 
to  have  at  least  one  place  of  business  and 
a  resident  agent  in  the  State.  The  fol- 
lowing schedule  of  fees  is  imposed  on  all 
corporations  prior  to  commencing  busi- 
ness in  Alabama: 

Where  the  proposed  capital  stock  does 
not  exceed  $50,000,  a  fee  of  $25:  where  it 
exceeds  $50,000,  but  does  not  exceed  $100,- 
000,  a  fee  of  $50;  where  it  exceeds  $100,- 
000,  but  does  not  exceed  $250,000.  a  fee  of 
$75:  where  it  exceeds  $250,000,  but  does 
not  exceed  $500,000.  a  fee  of  $100;  where  it 
exceeds  $500,000,  but  does  not  exceed  $1,- 
000.000,  a  fee  of  $200;  where  it  exceeds 
$1,000,000.  a  fee  of  $250. 


ALASKA. 


When  Alaska  was  annexed  to  the 
United  States,  Congress  caused  the  laws 
of  Oregon  to  apply  to  the  new  Territory, 


so  that  the  corporation  laws  of  Alaska 
are  similiar  to  those  of  Oregon.  See 
Oregon,  page  184. 
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ARIZONA. 


Any  number  of  persons  may  form  a  pri- 
vate corporation  under  tlie  general  laws 
of  Arizona.  Articles  of  incorporation 
must  state  the  name  of  the  corporation, 
the  term  for  which  it  is  to  exist,  the 
names  of  the  incorporators,  the  names  of 
officers,  the  amount  of  indebtedness,  and 


if  private  property  shall  be  subject  to  the 
debts  of  the  corporation,  etc.,  etc  The 
articles  of  incorporation  really  fix  the 
personal  liability  of  the  stockholders,  and 
in  doing  this  they  contract  or  enlarge  the 
credit  of  the  corporation. 


ARKANSAS. 


Parties  wishing  to  form  a  corporation 
in  this  state  may,  by  associating  them- 
selves together  and  filing  articles  with  the 
County  Clerk  of  the  county  and  the  Sec- 
retary of  State,   obtain  from  the  latter  a 


certificate  of  incorporation.  Stockholders 
are  individually  liable  for  only  the 
amount  of  their  subscription  to  the  capi- 
tal stock,  after  having  paid  that  their 
individual  responsibility  ceases. 


CALIFORNIA. 


Five  or  more  persons  may  form  a  private 
corporation  under  the  general  laws  of  this 
State.  Corporations  may  be  formed  to 
conduct  any  business  that  an  individual 
may  lawfully  engage  in.  A  majority  of 
the  incorporators  must  be  residents  of  the 
State.  Upon  filing  articles  of  incorpora- 
tion with  the  County  Clerk  of  the  county 
where  the  principal  place  of  busmess  is 
to  be  located,  and  a  certified  copy  with 
the  Secretary  of  State,  the  latter  must 
issue  a  certificate  of  incorporation.      The 


constitution  of  the  State  has  fixed  the 
liability  of  stockholders  as  follows:  As 
the  amount  of  their  stock  is  to  the  whole 
amount  subscribed,  so  is  their  liability  to 
the  whole  liability  of  the  company.  Offi- 
cers of  corporations  are  chosen  by  the 
directors,  who  are  liable  jointly  and  sev- 
erally to  the  creditors  and  stockholders 
for  any  embezzlement  by  the  officers. 
Directors  are  not  allowed  to  incur  debts 
in  excess  of  the  capital  stock.  Stock- 
holders in  foreign  corporations  are  liable 
same  as  in  domestic  ones. 


COLORADO. 


Upon  filing  a  certificate  with  the  Secre- 
tary of  State,  giving  name  of  corpora- 
tion, object,  amount  of  capital  stock,  etc., 
three  or  more  persons  may  obtain  from 
the  Secretary  a  certificate  of  incorpora- 
tion. A  fee  of  $10,  payable  to  the  Secre- 
tary of  State,  is  levied  upon  all  corpora- 


tions doing  business  in  this  State  where 
the  capital  stock  does  not  exceed  $50,000. 
Where  the  capital  stock  exceeds  this 
amount  an  additional  fee  of  15  cents  per 
$1000  of  additional  capital  must  be  paid. 
Foreign  corporations  must  designate  an 
agent  in  the  State  on  whom  process  may 
be  served. 


CONNECTICUT. 


Corporations  may  be  formed  in  this 
State  by  three  or  more  persons,  associat- 
ing themselves  together,  for  the  purpose 
of  carrying  on  any  lawful  business,  ex- 
cepting trusts,  insurance  companies,  deal- 
ing in  real  estate,  bonds,  notes  or  pat- 
ents. The  articles  of  association  must 
state  the  capital  stock,  the  number  of 
shares,  the  par  value  of  the  same,  the 
names  of  subscribers  and  the  amount 
subscribed  for  by  each,  etc.,  etc.  The  par 
value  of  shares  must  be  either  $25,  $50  or 


$100,  and  the  name  of  every  corporation 
must  commence  with  "The"  and  end  with 
"Co."  or  "Company."  The  name  of  a 
corporation  may  be  changed  on  applica- 
tion to  the  Superior  Court,  and  the  pur- 
poses of  a  corporation  may  also  be 
changed  by  a  two-thirds  vote  of  all  the 
stock  and  the  filing  of  amended  articles. 
Corporations  may  not  commence  business 
in  this  State  until  all  the  stock  is  sub- 
scribed for  and  at  least  20  per  cent  paid 
in  cash.    The  capital  may  be  increased  or 
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decreased  and  the  par  value  of  the  shares 
changed  by  a  two-thirds  vote  of  all  the 
stock.  A  corporation  may  sell  the  stock 
of  any  stockholder  to  satisfy  any  debt 
he  may  owe  the  company,  by  giving 
proper  notice  of  such  sale.  The  liability 
of  stockholders  is  limited  to  the  amount 
of  their  subscriptions,  but  if  any  of  the 
capital  stock  is  withdrawn  or  refunded 
to  any  stockholder,  such  stockholder  is 
liable  for  the  amount  so  withdrawn.  Any 
stockholder  who  votes  to  reduce  the  capi- 
tal stock,  when  such  reduction  will  make 
the  corporation  insolvent,  renders  him- 
self   liable    for    all    debts    then    due,    and 


directors  who  vote  dividends  when  a  cor- 
poration Is  insolvent  or  when  such  divi- 
dend will  make  it  Insolvent,  are  liable 
for  all  debts  then  due,  the  directors  vot- 
ing against  such  dividends  are  exempt 
from  this  liability.  If  application  Is  made 
to  the  State  legislature  for  a  charter  to 
do  business  chiefly  outside  the  State,  a 
fee  of  $100  must  be  paid  into  the  State 
Treasury,  and  before  commencing  busi- 
ness a  franchise  tax  must  also  be  paid 
the  amount  of  which  may  range  from  $100 
to  $5000  to  be  fixed  by  the  State  Board  of 
Equalization,  and  a  like  sum  upon  in- 
creasing its  capital  stock. 


DELAWARE. 


Under  the  general  laws  of  Delaware  en- 
acted in  1898  three  or  more  persons  may 
organize  a  corporation  for  the  purpose  of 
carrying  on  any  legitimate  business  upon 
filing  certificate  of  incorporation  with  the 
Secreary  of  State.  Foreign  corporations 
must  designate  a  resident  agent  in  the 
State,  upon  whom  process  may  be  served. 


such  designation  to  be  in  writing  and  filed 
with  the  Prothonatary  (which  means  chief 
clerk)  of  the  Supreme  Court  in  each 
county  in  which  they  do  business.  Failure 
to  do  this  is  a  misdemeanor,  punishable 
by  a  fine.  Ten  days  after  the  death  of 
such  agent  another  must  be  appointed 
and  the  same  filing  made. 


DISTKICT  Ol^  COLUMBIA. 


The  laws  of  the  Districi  are  said  to  be 
the  queerest  in  the  world.  Under  the 
general  corporation  laws,  from  three  to 
twenty  persons  may  organize  a  corpora- 
tion, the  number  depending  on  the  class 
of  corporation,  of  which  there  are  seven 
classes.  The  certificate  of  incorporation 
duly  verified  must  be  filed  with  the  Re- 
corder of  Deeds  within  thirty  days  after 
the  final  installment  is  paid.      Manufact- 


uring and  mercantile  corporations  belong 
to  the  fourth  class.  Until  the  entire  au- 
thorized capital  shall  have  been  paid,  the 
stockholders  in  this  class  of  corporation 
are  jointly  and  severally  liable  for  an 
amount  equal  to  the  stock  they  hold,  for 
all  corporate  debts.  The  law  requires 
the  making  of  annual  reports.  These  re- 
ports must  state  the  authorized  and  paid 
up  capital  and  the  amount  of  the  corpora- 
tion's debts. 


FLORIDA. 


Corporations  may  be  created  by  special 
legislation  or  formed  under  general  laws. 
There  is  also  a  special  incorporation  law 
for  railroads,  canals,  etc.  Stockholders 
are  liable  to  creditors  for  only  the  balance 
due  on  the  stock  owned  by  them.  In 
such    cases    the    stockholders    are    liable 


even  after  the  dissolution  of  corpora- 
tion in  which  they  are  stockholders 
and  may  be  sued  for  same.  The  law  pro- 
vides for  a  fee  of  $2  on  every  $1000  worth 
of  capital  stock,  with  a  minimum  fee  of 
$5  and  a  maximum  of  $250.  Trustees  are 
not  personally  liable  for  stock  held  in 
trust. 


GEORGIA. 


Corporations  are  created  in  Georgia  by 
the  General  Assembly  and  the  courts,  In 
whom  the  creative  power  rests.  When  the 
articles   of  incorporation   do    not   provide 


for  the  liability  of  stockholders,  as  they 
may  in  this  State,  the  stockholders  shall 
be  liable  only  for  the  amount  unpaid  on 
their  subscriptions  to  the  capital  stock. 


—  178  — 
IDAHO. 

There   are   general   corporation   laws   in  bility  for  corporate  debts  amounting  only 

this  State  under  which  corporations  may  to  the  balance  unpaid  on  the  stock  held 

be  organized.      There  is  an  individual  lia-  or  subscribed  for  by  the  stockholders. 

ILLINOIS. 


There  is  a  general  corporation  law  in 
Illinois  under  which  persons  may  asso- 
ciate themselves  for  the  purpose  of  form- 
ing a  corporation.  Like  in  California, 
corporations  may  be  formed  to  engage  in 
any  business  that  individuals  are  lawfully 
permitted  to  engage  in.  Stockholders  are 
liable  for  the  amount  unpaid  on  the  stock 
which  they  hold,  excepting  in  the  case  of 
banking  corporations,  where  they  are 
liable  for  twice  the  amount  of  stock  held 
by  them.  No  transfer  relieves  them  from 
liabilities  incurred  while  they  were  stock- 
holders, they  remaining  jointly  liable  with 
the  assignees  until  the  stock  is  fully  paid 
for.  If  the  directors  of  a  corporation  per- 
mit  or  assent   to  the   debts   exceeding   in 


amount  the  sum  of  the  capital  stock,  they 
shall  be  individually  and  personally  liable 
to  the  creditors  for  the  amount  of  such 
excess.  If  a  corporation  wishes  to  dis- 
solve it  may  do  so  by  a  two-thirds  vote 
of  the  capital  stock,  provided  it  shall  have 
paid  all  the  debts  and  liabilities  and  prop- 
erly distributed  its  assets  to  those  law- 
fully entitled  to  share  in  such  distribution. 
The  following  fees  must  be  paid  to  the 
Secretary  of  State  before  a  corporation 
may  lawfully  do  business  in  this  State: 
For  a  capital  stock  of  $2,500  and  under, 
the  sum  of  $30;  for  all  over  $2,500  and  not 
over  $5,000,  the  sum  of  $50;  and  $1  for  each 
additional  $1,000  of  capital  stock  or  in- 
crease thereof. 


INDIAN  TEKRITOKY. 


There  are  no  domestic  corporations  in 
this  territory  except  those  organized  by 
Indian  citizens  for  the  purpose  of  mining. 


Incorporators  may  lawfully  lease  mines 
to  foreign  corporations  or  may  make  con- 
tracts with  them  to  develop  their  mines. 


INDIANA. 


Parties  wishing  to  form  a  corporation  in 
this  State  may,  by  filing  articles  with  the 
Secretary  of  State  or  in  some  cases  with 
the  Recorder  of  the  county  in  which  it  is 
desired  to  have  the  principal  place  of 
business,  organize  under  the  general  laws 


of  Indiana.  There  is  no  fixed  or  uniform 
liability  in  this  State,  the  nature  of  the 
business  or  other  circumstances  deter- 
mines the  liability  of  stockholders;  and 
there  are  some  corporations  where  the  lia- 
bility of  stockholders  is  not  yet  fixed  by 
statute. 


IOWA. 


Corporations  may  be  formed  under  gen- 
eral laws  to  conduct  any  business  per- 
mitted by  law.  Any  number  of  persons 
may  form  a  corporation  The  maximum 
liability  to  which  the  corporation  may  at 
any  time  be  subject  must  be  fixed  and 
determined  by  the  articles  of  incorpora- 
tion; these  articles  must  he  filed  in  the 
office  of  the  County  Recorder  and  in  the 
office  of  the  Secretary  of  State  and  must 
be  duly  acknowledged  by  the  incorpora- 
tors. The  liabilities  of  corporations  must 
not  exceed  two-thirds  of  the  capital  stock, 
excepting  insurance  companies.  A  cor- 
poration may,  however,  issue  bonds  in  ex- 


cess of  this  amount  provided  their  pay- 
ment is  secured  by  sufficient  real  estate 
security.  The  usual  period  of  incorpora- 
tion is  twenty  years,  with  the  privilege  of 
renewal.  Stockholders  are  personally 
liable  for  the  amounts  unpaid  on  their 
subscriptions,  and  no  subsequent  transfer 
releases  them  from  this  liability.  In  case 
of  insolvency,  the  private  property  of 
stockholders  cannot  be  levied  on  until 
judgment  against  the  corporation  is  re- 
turned unsatisfied.  A  peculiar  provision 
of  Iowa  law  is  that:  No  certificates  or 
shares  of  stock  shall  be  issued,  delivered 
or  transferred  by  any  corporation,  officer, 
agent    or    owner   thereof   without  having 
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endorsed  on  said  certificate  or  shares  the 
amount  or  proportion  of  the  par  value 
which  has  been  paid  to  the  corporation 
issuing  the  same,  and  whether  such  pay- 
ment has  been  in  money  or  property. 


Corporations  must  pay  a  fee  of  $25  to 
the  Secretary  of  State,  and  where  the  cap- 
ital stock  exceeds  $10,000  an  additional  fee 
of  $1  per  thousand  must  be  paid. 


KANSAS. 


The  statutes  of  the  State  of  Kansas 
specify  the  purposes  for  which  private 
corporations  may  be  formed.  Five  is  the 
least  number  which  can  form  a  corpora- 
tion and  of  these  three  must  be  residents 
of  the  State.  Corporations  are  required  to 
file  sworn  statements,  annually,  with  the 
Secretary  of  State,  stating  the  amount  of 
business  done,  the  assets  and  liabilities  of 
the  corporation,  the  amount  of  its  reserve 
fund,  etc.  Corporations  may  not  close 
their  subscription  books  until  the  whole 
stock   shall   have   been   subscribed   for  by 


bona  fide  subscribers  Corporation  stock 
is  liable  for  corporate  debts,  and  is  re- 
garded by  law  as  personal  property.  If 
the  directors  of  a  corporation  pay  a  divi- 
dend when  they  know  such  corporation  to 
be  insolvent  or  when  they  know  the  pay- 
ment of  dividends  would  impair  the  cap- 
ital, the  directors  voting  for  such  dividend 
shall  be  jointly  and  severally  liable  for 
all  the  existing  debts,  and  all  subsequently 
incurred  while  they  are  directors,  pro- 
vided, however  that  their  liability  shall 
be  limited  to  the  amount  of  such  dividend 
so  paid. 


KENTUCKY 


There  is  no  restriction  as  to  the  line  of 
business  in  which  corporations  may  en- 
gage in,  in  this  State.  Individuals  may  as- 
sociate themselves  for  the  purpose  of  en- 
gaging in  any  lawful  business  and  form 
a  corporation  under  the  general  laws. 
Stockholders  are  liable  for  corporate 
debts  to  an  amount  equal  to  that  which 
they  owe  the  corporation  on  the  stock 
they  have  subscribed  for,  and  stockhold- 
ers in  corporations  not  organized  for  edu- 
cational, religious,   charitable  or  benevol- 


ent purposes,  or  for  the  purpose  of  build- 
ing, constructing  or  operating  turnpikes  or 
bridges,  lines  of  railroad,  telegraph  or 
telephone  or  developing  or  improving 
lands,  mines  or  waterways,  or  construct- 
ing or  operating  water,  gas  or  electric 
plants,  or  operating  for  petroleum,  natural 
gas  or  salt  water,  are  individually  respon- 
sible, equally  and  ratably,  and  not  one  for 
the  other,  for  all  contracts  and  liabilities 
of  such  corporations,  to  the  extent  of  the 
amount  of  their  stock  at  par  value,  in  ad- 
dition to  the  amount  of  such  stock. 


LOUISIANA. 


The  code  of  this  State  specifies  a  list 
of  enterprises,  for  the  carrying  on  of 
which  corporations  may  be  formed  by  any 
six  or  more  persons.  The  number  neces- 
sary to  incorporate  a  banking  institution 
shall  not  be  less  than  five,  and  there  are 
certain  other  lines  of  business  such  as 
mechanical,  mining  and  manufacturing 
which  may  be  incorporated  by  three  per- 
sons. For  this  last  schedule  the  capital 
stock  must  be  between  $5,000  and  $1,000.- 
000.  The  manufacture  or  distilling  of  In- 
toxicating liquors  Is  excepted  from  this 
last  list.  The  liability  of  stockholders  is 
limited  to  the  amount  due  on  their  sub- 
scriptions.      Charters   must   state   among 


other  things  the  time  and  manner  of  pay. 
ment  on  stock  subscribed,  and  the  mode  of 
liquidation  at  termination  of  charter. 
Charters  may  also  contain  agreements  for 
consolidation,  dissolution  or  liquidation. 

There  is  also  a  "limited  corporation" 
law  in  this  State  under  which  corpora- 
tions may  be  formed  to  carry  on  any  kind 
of  lawful  business,  except  stock  jobbing. 
These  corporations  may  be  formed  by 
three  or  more  persons,  must  have  a  capi- 
tal of  not  less  than  $5,000.  and  must  on 
every  occasion  use  the  word  "limited" 
after  their  name.  The  liability  Is  limited 
to  the  amount  of  the  subscription.  Any 
corporation  making  a  fictitious  Issue  of 
stock  shall  forfeit  Its  charter. 
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MAINE. 


Excepting  municipal  corporations  and 
special  cases  not  covered  by  the  general 
law,  all  corporations  must  be  formed  un- 
der the  general  laws.  Stockholders  are 
liable  to  creditors  for  debts  contracted 
while  they  were  stockholders,  to  an 
amount  equal  to  the  balance  unpaid  the 
corporation  on  the  stock  which  they  hold. 
Stock    may    be    paid    for    either    in    cash. 


services  or  property.  For  the  purpose  of 
sueing  and  defending  suits  in  connection 
with  the  winding  up  of  their  affairs,  cor- 
porate existence  continues  three  years 
after  dissolution.  Foreign  corporations 
must  have  an  office  within  the  State,  and 
a  resident  agent,  and  must  also  file  an  an- 
nual statement  with  the  Secretary  of 
State. 


MAEYLAND. 


Corporations  are  created  in  this  State 
under  a  general  law.  Stockholders  are 
not  personally  liable  to  creditors  for  more 
than  the  amunt  unpaid  on  their  subscrip- 
tions to  the  capital  stock.      The  certificate 


of  incorporation  properly  executed  and 
acknowledged  must  be  filed  in  the  office 
of  the  County  Clerk  where  its  principal 
office  is  located,  or  principal  business  is 
to  be  transacted. 


MASSACHUSETTS. 


In  this  State  corporations  are  formed 
either  under  general  laws  or  by  special 
act  of  the  legislature  granting  a  charter. 
Manufacturing  and  mercantile  concerns 
are  incorporated  under  general  statutory 
law.  Stockholders  are  not  personally 
liable  for  corporate  debts.  When  the  debts 
of  a  corporation  are  allowed  to  exceed  the 


amount  of  its  capital  stock,  the  president 
and  directors  are  liable  for  such  excess. 
All  corporations  whose  stock  exceeds  $99,- 
999  must  annually  file  a  sworn  statement 
of  assets  and  liabilities,  and  condition 
generally,  with  the  Secretary  of  State. 
This  statement  must  be  attested  to  by  an 
auditor  appointed  by  a  committee  of 
stockholders  chosen  for  that  purpose. 


MICHIGAN. 


In  this  State  corporations  are  formed 
under  general  laws.  Manufacturing  and 
mercantile  corporations  are  formed  under 
a  law  known  as  the  manufacturing  act. 
These  corporations  are  required  to  flle 
with  the  Secretary  of  State  in  January  or 
February  of  each  year  a  duplicate  state- 
ment of  their  condition,  setting  forth  the 
actual  capital  paid  in,  the  resources  and 
liabilities,  the  names  of  stockholders  and 
number  of  shares  held  by  each,  etc.  The 
Secretary  of  State  furnishes  blanks  on 
which  these  reports  must  be  made,  and 
such  reports  must  be  sworn  to  by  the 
secretary  and  signed  by  a  majority  of  the 
directors.  A  penalty  of  $25  is  imposed 
for  failure  to  make  report  and  an  addi- 
tional penalty  of  $5  per  day  for  each 
secular  day  after  the  first  of  March  until 
re^jort  is  made. 

Other  classes  of  corporations,  while  re- 


quired to  make  reports,  are  not  obliged  to 
make  as  complete  reports  as  the  forego- 
ing. The  liability  of  stockholders  is 
limited  to  the  amount  of  their  subscrip- 
tions, excepting  for  labor  performed  for 
the  corporation,  in  which  case  there  is  an 
additional  personal  liability.  Minority 
stockholders  may  combine  their  votes  so 
as  to  elect  one  director.  Corporations 
must  at  time  of  organizing  pay  to  the 
Secretary  of  State  a  franchise  fee  or  tax 
of  half  a  mill  on  every  dollar  of  their 
capital,  that  is,  one  cent  on  every  $20,  and 
no  contract  made  by  a  corporation  shall 
be  valid  until  this  requirement  of  the 
statute  shall  have  been  complied  with. 
The  same  provision  applies  to  foreign  cor- 
porations seeking  entrance  into  this  State, 
and  such  corporations  upon  compliance 
with  the  statutes  shall  have  the  same 
rights,  privileges,  prerogatives  and  re- 
sponsibilities as  domestic  corporations. 
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MINNESOTA. 


Three  persons  may  form  a  corporation 
In  Minnesota,  excepting  corporations  au- 
thorized to  take  private  property  for  pub- 
lic use,  In  which  case  the  number  of  in- 
corporators must  not  be  less  than  five. 
Stockholders  are  liable  for  the  par  value 
of  the  stock  which  they  hold  (excepting 
manufacturing  and   mechanical     corpora- 


tions). Owners  of  bank  stock  are  liable 
for  double  the  amount  of  their  stock. 
Persons  holding  such  stock  as  coyateral 
security  are  equally  liable  and  no  owner 
or  holder  of  bank  stock  is  released  from 
liability  for  one  year  after  the  sale  or 
transfer  of  his  stock,  provided  the  bank 
goes  into  insolvency  within  the  period 
specifled. 


MISvSISSIPPL 


There  is  no  personal  liability  of  stock- 
holders in  Mississippi  corporations  beyond 
the  amount  unpaid  by  the  individual 
stockholders  on  their  respective  subscrip- 
tions. Where  a  court  issues  a  judgment 
against  a  person  holding  stock  in  a  cor- 


poration, the  sheriff  may  in  execution  of 
said  judgment  levy  on  his  stock  and  sell 
the  same  without  getting  his  certificate. 
Directors  are  liable  for  debts  incurred  in 
excess  of  the  capital  stock  to  the  amount 
of  such  excess 


MISSOURI. 


Corporations  may  be  organized  in  this 
State  under  general  laws  for  the  conduct- 
ing of  any  legitimate  business.  Corpora- 
tions for  profit  must  pay  a  fee  of  $50. 
where  the  capital  stock  does  not  exceed 
$50,000,  and  $5  additional  for  every  $10,000 
in  excess  of  this  amount.  Such  corpora- 
tions are  also  required  to  pay  a  fee  of  25 
cents  on  the  thousand  of  capital  stock  to 
the  University  Scholarship  Fund.  Sub- 
scribers must  pay  50  per  cent  of  their  sub- 
scriptions either  in  cash  or  property  or 
services  equivalent  to  cash.  Once  a 
stockholder  pays  for  his  stock  in  full  he 
is  free  from  all  further  personal  liability 
for  corporate  debts.  Until  he  does  this 
he    is   liable   to   creditors   for   an    amount 


equal  to  the  balance  unpaid  on  the  stock. 
Stockholders  have  the  right  to  examine 
and  inspect  the  books  of  a  corporation  in 
which  they  are  stockholders  at  any  reas- 
onable hour  of  business  days.  At  least 
three  directors  of  every  corporation 
created  under  the  laws  of  Missouri  must 
be  residents  of  the  State.  The  principal 
office  must  be  within  the  State  and  an 
annual  statement  of  their  condition  must 
be  filed  with  the  Secretary  of  State. 
There  are  special  regulations  governing 
banks  and  banking  institutions.  Foreign 
corporations  must  file  copy  of  charter 
with  Secretary  of  State,  pay  a  license  fee. 
have  an  office  within  the  State  and  make 
annual  reports. 


^lOXTANA. 


The  number  of  persons  who  may  farm 
a  corporation  in  Montana  shall  not  be  less 
than  three  nor  more  than  nine.  A  certifi- 
cate of  incorporation,  reciting  the  objects 
of  the  corporation,  amount  of  capital  stock, 
proposed  term  of  existence,  etc..  must  be 
filed  with  the  County  Clerk  of  the  county 
where  the  principal  place  of  business  is 
located,  and  a  duplicate  copy  with  the 
Secretary  of  State.  Twenty  years  is  the 
limit  of  corporate  existence.  Stockholders 
are  personally  liable  for  only  the  balance 
due  on  their  subscriptions.  The  debts  of 
a  corporation  must  never  exceed  the 
amount  of  the  capital  stock,  if  they  do 
the  directors  are  jointly  and  severally 
liable  for  the  amount  of  such  excess,  that 


is,  such  of  the  directors  as  knowingly  as- 
sent to  it. 

Corporations  are  required  annually, 
within  twenty  days  after  the  first  of  Sep- 
tember, to  publish  in  some  newspaper 
printed  nearest  the  place  where  the  busi- 
ness of  the  company  is  carried  on  a  veri- 
fied report,  stating  the  amount  of  the  cap- 
ital stock,  the  proportion  paid  in.  and 
the  amount  of  the  existing  debts  of  the 
company,  and  file  the  same  in  the  office 
of  the  clerk  of  the  county  where  the  busi- 
ness of  the  company  is  carried  on.  Fail- 
ure to  do  so  renders  all  the  trustees  of  the 
company  jointly  and  severally  liable  for 
all  the  debts  of  the  company  then  exist- 
ing, and  for  all  that  may  be  contracted 
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before  such  report  shall  be  made,  but  if 
the  board  shall  cause  a  report  to  be  filed 
in  the  office  of  the  County  Clerk,  although 
it  is  not  published,  the  liability  ceases. 
The  name  of  every  corporation  must  in- 


dicate the  nature  of  its  business,  and  the 
last  word  of  such  name  must  be  either 
"Company"  or  "Corporation." 

There  is  special  legislation  affecting  for- 
eign corporations  doing  business  in  this 
State. 


NEBRASKA. 


In  this  State  corporations  are  formed 
under  the  general  laws.  Any  number  of 
persons  can  form  a  corporation  under  the 
general  statutes  for  the  transaction  of  any 
lawful  business.  Before  commencing  busi- 
ness, incorporators  must  file  with  the 
County    Clerk    articles    of    incorporation 


and  publish  notice  in  a  newspaper  for  ten 
days.  Stockholders  are  not  liable  for  the 
debts  of  the  corporation  beyond  the  bal- 
ance remaining  unpaid  on  their  subscrip- 
tion, providing,  tne  corporation  has  com- 
plied with  the  statutes.  Stock  in  corpora- 
tions can  be  levied  on  to  satisfy  a  judg- 
ment against  the  holder  thereof. 


NEVADA. 


There  is  a  general  law  in  this  State  un- 
der which  corporations  may  be  formed. 
The    property    of    corporations    is    alone 


liable   for   their   debts,    no   individual   lia- 
bility attaching  to  the  stockholders. 


NEW  HAMPSHIRE. 


In  New  Hampshire.corporations  may  be 
created  by  special  act  of  the  legislature 
or  formed  under  general  laws.  There  is 
no  individual  liability  for  corporate  debts, 
providing    the    corporation  complies  with 


the  requirements  of  the  statute.  Foreign 
corporations  must  pay  a  license  before 
they  can  do  any  business  in  this  State 
and  must  have  a  paid  up  capital  of  not 
less  than  $200,000. 


NEW  JERSEY. 


Three  or  more  persons  may  organize  a 
corporation,  under  the  Revision  Act  of 
1896,  for  the  carrying  on  or  conducting  of 
any  lawful  business,  except  insurance. 
Safe  Deposit  and  Trust,  Railroad  and 
Turnpike  Companies.  The  capital  stock 
shall  in  no  case  be  less  than  $2,000,  and 
business  may  be  commenced  with  a  paid 
up  capital  of  not  less  than  $1,000.  Articles 
of  incorporation  must  state  the  date  of 
commencing  business  and  the  period  for 
which  the  corporation  is  to  exist,  if  there 
is  a  limit  of  time  fixed  for  its  existence. 
Certificates  must  be  filed  with  the  clerk  of 
the  county  where  the  principal  place  of 
business  is  located  and  a  copy  in  the  office 
of  the  Secretary  of  State.  Certificates  of 
incorporation  may  limit  the  power  of  cor- 
porations, directors  and  stockholders,  but 
such  limitation  must  not  be  inconsistent 
with  the  corporation  act.  Stock  is  re- 
garded as  personal  property  and  can  be 
levied  on.  On  the  payment  of  every  in- 
stallment or  on  the  increase  of  capital 
stock,    a    certificate    must    be    filed    with 


the  Secretary  of  State,  certifying  the 
amount  paid,  and  if  paid  in  cash  or  prop- 
erty— a  severe  penalty  is  incurred  by  fail- 
ure to  comply  with  this  provision.  Where 
the  whole  capital  has  not  been  paid  in, 
and  the  amount  paid  is  not  sufficient  to 
meet  the  claims  of  creditors,  the  stock- 
holders shall  be  obliged  to  pay  the  bal- 
ance they  owe  on  their  stock,  or  so  much 
thereof  as  shall  be  necessary  to  satisfy 
the  claims  of  creditors.  In  case  capital 
shall  have  been  withdrawn  or  refunded 
unless  by  a  two-thirds  vote  authorizing 
same,  and  such  vote  shall  have  been  re- 
corded and  published,  the  president  and 
directors  shall  be  jointly  and  severally 
liable  for  all  debts  contracted  prior  to  the 
time  of  such  vote  and  publication,  and  the 
stockholders  who  have  withdrawn  capital 
shall  be  liable  for  the  amount  received. 
Suits  filed  against  stockholders  to  enforce 
the  payment  of  their  liabilities  shall  not 
be  maintained  for  the  benefit  of  any  par- 
ticular creditor,  but  must  be  for  the  ben- 
fit    of   all    the    creditors.        The    president 
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and  directors  shall  be  personally  liable 
for  any  amount  paid  in  dividends  when 
there  is  no  surplus,  or  for  any  amount 
paid  in  excess  of  the  surplus.  If  the  cer- 
tificate of  Incorporation  so  provides,  a 
corporation  may  engage  in  business  in 
other  States  or  in  foreign  countries.  Cor- 
porations may  increase  capital  stock  by 
a  vote  or  the  written  assent  of  two-thirds 
of  the  stock.  A  list  of  oflUcers  with  resi- 
dences and  postofflce  addresses  must  be 
filed  with  the  Secretary  of  State  within 
thirty  days  after  each  annual  election. 
An  annual  statement  of  assets  and  liabili- 
ties is  not  required  of  corporations  formed 


under  this  act.  The  privileges  granted 
incorporators  under  the  foregoing  act  are 
many  and  favorable,  but  those  formed  un- 
der the  general  law  are  granted  the  fol- 
lowing privileges:  To  increase  or  de- 
crease capital  stock,  to  change  their  cor- 
porate name,  the  par  value  of  shares,  the 
location  of  principal  office  or  place  of  busi- 
ness, either  in  or  out  of  the  State,  to  give 
up  some  part  or  parts  of  their  business 
where  they  are  engaged  in  several  lines 
or  to  commence  business  in  new  lines  pro- 
vided for  in  certificate.  Any  corporation 
having  the  right  of  eminent  domain  is 
debarred  from  these  latter  privileges. 


NEW  MEXICO. 


The  legislature  of  New  Mexico  is  pro- 
hibited by  congressional  law  from  issu- 
ing private  charters  to  corporations,  but 
there  is  a  general  law   under  which   cor- 


porations may  be  formed  for  a  variety  of 
purposes  Corporations  so  formed  are 
artificial  entities  and  have  the  same 
standing  in  law  as  natural  persons. 


NEW  YORK. 


Three  or  more  persons  may  form  a  busi- 
ness corporation  in  New  York  State.  The 
amount  of  the  stock,  a  description  of 
same,  the  number  and  par  value  of  the 
shares,  etc.,  must  be  stated  in  the  certifi- 
cate of  incorporation.  The  par  value  of 
shares  of  stock  must  not  be  less  than 
$5  nor  more  than  $100  each.  The  number 
of  directors  shall  not  be  less  than  three 
nor  more  than  thirteen,  and  all  of  them 
must  be  stockholders.  Fifty  years  is  the 
maximum  limit  for  which  a  charter  is 
granted.  Stockholders  are  liable  jointly 
and  severally  for  all  debts  of  the  corpora- 
tion, payable  within  two  years  from  the 
time  when  contracted,  to  an  amount  equal 
to  stock  held  by  them  respectively  until 
the  whole  amount  of  stock  issued  and  out- 
standing at  the  time  such  debt  was  in- 
curred shall  have  been  paid  in  full.  Full 
paid  stock,  is  stock  paid  for  in  cash,  labor 
or  property,  where  the  stock  is  valued  in 
the  transaction  at  par.  Stockholders  are 
personally  liable  for  wages  of  employees 
even  when  their  stock  is  fully  paid  ud, 
providing  they  have  been  notified  by  such 
employees  within  thirty  days  after  the 
term  of  expiration  of  their  services,  that 
they  are  to  be  held  so  liable.  Half  of  the 
capital  stock  must  be  paid  in  within  one 
year  after  incorporating,  and  the  amount 
stated  as  the  amount  with  which  it  will 
O'lmmence  business  must  be  paid  in 
money  or  property  before  it  is  allowed  to 
incur  any  debts.  Such  corporations  may 
become  full  liability  companies,  in  which 
case  the  stockholders  are  liable  same  as 
partners.  The  property  of  stockholders 
cannot  be  levied   on   unless  an  execution 


i.ssued  against  the  corporation  is  returned 
unsatisfied.  If  judgment  is  recovered 
against  an  individual  stockholder  he  can 
recover  from  each  of  the  other  st.irkhold- 
ers  a  pro  rata  of  the  amount  of  such 
judgment,  in  proportion  to  the  shares  held 
by  each.  The  certificate  of  incorpora- 
tion may  be  amended,  so  as  to  enlarge  or 
extend  the  scope  of  the  business,  by  a 
vote  representing  three-fifths  of  the  capi- 
tal stock.  Corporations  may  be  consoli- 
dated by  compliance  with  the  statute. 
The  foregoing  applies  to  corporations 
formed  under  the  Business  Corporation 
Law.  There  is  also  a  general  corporation 
law  and  a  law  regarding  stock  corpora- 
tions. Under  the  general  law  two-thirds 
of  the  incorporators  must  be  citizens,  and 
at  least  one,  a  resident  of  New  York 
State.  Stock  corporations  (except  moneyed 
and  railroad  corporations)  must  file  a  re- 
port with  the  Secretary  of  State  and  also 
with  the  clerk  of  the  county  in  which  the 
principal  office  is.  showing  the  capital 
stock,  assets  and  liabilities,  during  Janu- 
ary of  each  year.  If  a  corporation  is  do- 
ing business  out  of  the  United  States,  its 
report  must  be  filed  in  May  of  each  year. 
Failure  to  comply  with  these  regulations 
renders  the  directors  jointly  and  severally 
liable  for  all  the  debts  of  the  corporation 
existing  or  contracted  before  such  report 
is  made.  Foreign  corporations  must  file 
a  certificate  of  authorization  before  they 
are  allowed  to  do  business  in  this  State, 
and  for  this  certificate  they  must  pay  a 
franchise  tax  of  one-eighth  of  one  per 
cent  of  the  capital  employed  within  the 
State. 
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NORTH  CAROLINA. 


The  corporation  laws  of  this  State,  like 
its  divorce  laws,  differ  essentially  from 
those  of  any  other  state.  Corporations 
are  formed  under  a  general  statute.  The 
articles  of  incorporation  provide  for  the 
liability  of  stockholders,  that  is,  stock- 
holders are  not  personally  liable  or  are 
only  liable  to  the  extent  provided  in  the 
articles  of  incorporation. 


To  ascertain  the  liability  of  stockholders 
in  any  corporation  you  must  first  read 
the  articles  of  incorporation.  The  articles 
are  filed  in  the  office  of  the  clerk  of  the 
Superior  Court,  who  sends  a  copy  to  the 
Secretary  of  State,  who  in  turn  issues  let- 
ters patent  declaring  as  a  corporation 
those  who  signed  the  articles. 


NORTH  DAKOTA. 


Three  or  more  persons  may  organize  a 
corporation  for  profit,  providing  that  one- 
third  of  the  number  shall  be  residents  of 
the  State.  Stockholders  are  individually 
liable  for  the  corporate  debts,  to  an 
amount   equal    to    the   amount   unpaid    on 


the  stock  held  by  them  Such  corporations 
must  before  organizing,  pay  into  the 
State  Treasury  $50  for  the  first  $50,000  of 
capital  stock  and  $5  for  every  additional 
$10,000  or  fraction  thereof.  There  are  cer- 
tain corporations  exempt  by  the  statute 
from  paying  this  fee. 


OHIO. 


The  constitution  of  the  State  of  Ohio 
adopted  in  1851,  provides  that  all  stock- 
holders in  corporations  are  liable  to  credi- 
tors over  and  above  the  stock  owned  by 


them  and  any  balance  due  thereon,  to  a 
further  sum  equal  to  the  amount  of  such 
stock  owned  by  them,  in  other  words, 
there  is  a  double  liability  in  this  State. 


OKLAHOMA. 


Three  or  more  persons  may  form  a  cor- 
poration by  filing  articles  with  the  Secre- 
tary of  the  Territory,  providing  that  at 
least  one-third  of  the  incorporators  shall 
be  residents  of  the  Territory.  The  indi- 
vidual   liability    of    stockholders    extends 


only  to  the  amount  unpaid  on  the  stock 
they  hold.  Corporations  can  be  dissolved 
by  a  vote  or  consent  of  two-thirds  of  the 
members.  Foreign  corporations  must  ap- 
point a  resident  agent  in  the  place  where 
the  principal  business  is  conducted,  on 
whom  process  can  be  served. 


OREGON. 


One-half  of  the  capital  stock  of  a  pro- 
posed corporation  must  first  be  subscribed 
before  a  corporation  can  be  organized  un. 
der  the  laws  of  Oregon.  The  general  laws 
regulate  corporations.  A  copy  of  articles 
of   incorporation    must   be   filed   with   the 


Secretary  of  State,  a  copy  with  the  clerk 
of  the  county,  where  the  principal  place 
of  business  is  located,  and  a  copy  in  the 
office  of  the  company.  Stockholders  are 
liable  only  for  the  amount  unpaid  on  the 
stock  held  by  them  or  subscribed  for. 


PENNSYLVANIA. 


There  are  general  laws  in  Pennsylvania 
under  which  corporations  may  be  formed, 
but  the  constitution  of  1874  prohibits  the 
legislature  from  passing  any  specie,  law 
for  the  purpose  of  creating  corporations. 
The  general  laws  give  to  the  courts  and 
the  governor  the  power  to  authorize  the 
formation  of  corporations  and  to  limit  and 
restrict  the  same  in  accordance  with  the 


provisions  of  the  statute.  Stockholders 
are  individually  liable  to  the  amount  of 
stock  held  by  them  for  labor  done  or  ma- 
terial furnished  for  operating  purposes. 
Corporations  before  going  into  business  or 
commencing  operations  in  this  State, 
must  first  register  with  the  Auditor  Gen- 
eral of  the  State,  the  name  of  the  cor- 
poration, date  of  organization,  act  under 


185  — 


which  organized,  amount  of  authorized 
capital,  amount  of  paid-up  capital,  etc., 
and  notice  of  change  of  officers  must  be 
given  annually.  Failure  to  comply  with 
these  provisions  renders  the  corporation 
liable  to  a  penalty  of  $500  fine.  The  presi- 
dent and  treasurer  must  file  an  annual 
report,  showing  the  capital  stock,  divi- 
dends paid  and  sales  and  prices  of  stock 
sold  during  the  year;  they  are  further  re- 
quired to  appraise  the  stock  and  make 
same  a  part  of  the  report.  Reports  and 
appraisement  must  be  filed  before  Decem- 
ber 31st  of  each  year,  and  there  is  a  pen- 


alty of  one  per  cent  for  failure  to  do  so. 
There  Is  a  tax  of  five  mills  on  the  dollar 
on  the  value  of  stock.  The  Courts  of 
Common  Pleas  have  power  to  dissolve 
corporations,  but  they  will  not  grant  a 
decree  of  dissolution  until  the  State  taxes 
have  been  fully  paid.  Mining  corpora- 
tions are  permitted  to  deal  in  the  stocks 
of  certain  other  specified  corporations. 
Foreign  corporations  are  required  to  es- 
tablish an  office  and  appoint  an  agent, 
and  must  file  with  the  Secretary  of  State 
a  statement,  giving  name,  object,  location 
of  office,  name  of  agent,  etc. 


KIIODE  ISLAND. 


There  are  general  incorporation  acts  in 
Rhode  Island  under  which  corporations 
may  be  formed.  Corporations  may  also 
be  formed  by  a  special  act  of  the  General 
Assembly.  There  are  some  corporations 
which  can  only  be  formed  by  special  act 
of  the  Assembly,  such  as  railroad,  insur- 
ance, banking,  etc.  Directors  are  jointly 
and  severally  liable  for  all  debts  of  the 
corporation  in  excess  of  the  paid-up  cap- 


ital of  the  corporation.  There  is  a  class 
of  corporations  known  as  manufacturing 
corporations,  which  may,  by  conforming 
to  certain  requirements  of  the  general 
laws,  protect  their  stockholders  from  any 
liability  in  excess  of  the  par  value  of  the 
stock  held  by  them  respectively.  Foreign 
corporations,  with  few  exceptions,  are  un- 
restricted, but  they  must  appoint  a  resi- 
dent attorney  on  whom  service  of  process 
may  be  made. 


SOUTH  CAROLINA. 


The  General  Assembly  of  South  Carolina 
may,  by  a  two-thirds  vote  of  each  house 
on  concurrent  resolution,  allow  the  intro- 
duction of  a  bill  providing  for  a  special 
charter,  and  may  pass  such  bill  so  in- 
troduced, same  as  any  other  bill  With 
such  exceptions  all  corporations  are  cre- 
ated and  formed  under  a  general  law. 
Stockholders  in  insolvent  corporations  are 
personally  liable  to  creditors,  only  to  the 


amount  remaining  unpaid  on  their  sub- 
scribed stock,  this  does  not  apply  to  stock- 
holders in  banking  institutions,  who  are 
personally  liable  to  depositors  in  an 
amount  equal  to  their  stock,  over  and 
above  the  par  value  of  the  same.  Every 
business  corporation  doing  business,  ex- 
cepting mercantile  corporations,  must 
have  at  least  one  agent  on  whom  service 
may  be  made,  and  at  least  one  public 
office  for  the  transaction  of  business. 


SOUTH  DAKOTA. 


Three  or  more  persons  may  associate 
themselves  for  the  purpose  of  forming  a 
corporation.  They  must  file  a  certificate 
with  the  Secretary  of  State,  showing  the 
name,  object,  names  of  directors,  and 
amount  of  capital  stock,  and  giving  the 
term  of  existence.  At  least  one-third  of 
the  incorporators  must  be  residents  of  the 
State.  Stockholders  are  individually 
liable  for  corporate  debts  in  an  amount 
equal  to  the  balance  unpaid  on  the  stock 
held  by  them.  Stockholders  in  banking 
corporations    are    liable    for    an    amount 


equal  to  the  par  value  of  the  stock  held 
by  them,  over  and  above  the  amount  they 
have  paid  into  the  corporation  on  said 
stock,  and  this  liability  continues  one  year 
after  the  transfer  of  stock.  Certain  cor- 
p<irations  such  as  mining  and  manufact- 
uring corporations  are  permitted  to  have 
offices  outside  the  State,  and  to  hold  meet- 
ings at  such  offices. 

Foreign  corporations  must  file  articles 
of  incorporation  and  appoint  a  resident 
asent,  authorized  to  accept  service  of  pro- 
cess. 


TENNESSEE. 


The  code  of  Tennessee  provides  for  a 
special  form  of  application  being  attached 
to  the  charter,   forms  for  which  are  also 


provided  in  the  code,  and  signed  and  ac- 
knowledged before  the  County  Clerk, 
where  the  corporation  is  formed,  and  reg- 
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istered  with  the  charter  in  the  Register's 
office  of  the  county  and  also  in  the  office 
of  the  Secretary  of  State.  The  certificate 
of  tlie  Secretary  of  State  must  also  be  filed 
in  the  office  of  the  County  Register.  Any 
five  persons  may  obtain  a  charter  for 
most  any  legitimate  purpose,  providing 
they  are  over  21  years  of  age.  Corporate 
powers  are  practically  the  same  as  in  Cal- 
ifornia, see  paragraph  20  of  this  book.  The 
balance  due  the  corporation  by  stockhold- 
ers  on  their  subscriptions  is  regarded  as  a 
fund  to  meet  any  debts  due  by  the  cor- 
poration.      A  stockholder  is   not  relieved 


from  payment  for  his  stock  by  transfer- 
ring it,  unless  the  transferee  pays  up  the 
balance  due  on  his  subscription 

Stockholders  are  liable  to  the  creditors 
of  the  corporation  for  the  balance  remain- 
ing unpaid  on  the  stock  which  they  hold 
or  have  subscribed  for.  Foreign  corpor- 
ations must  file  copies  of  charter  in  the 
office  of  the  Secretary  of  State  and  in  the 
office  of  the  Register  of  every  county  in 
which  they  do  or  intend  doing  any  busi- 
ness. The  penalty  for  failure  to  do  so 
is  a  fine  of  from  $100  to  $500  and  disbar- 
ment from  suing  for  any  debt. 


TEXAS. 


Corporations  may  be  formed  under  a 
general  incorporation  law  by  three  or 
more  persons  two  of  whom  must  be  citi- 
zens of  the  State.  The  charter  must  be 
filed  in  the  office  of  the  Secretary  of  State, 
but  before  this  can  be  done  at  least  50  per 
cent  of  the  nominal  capital  must  have 
been  subscribed  and  10  per  cent  of  the 
nominal  capital  paid  in;  until  this  is  done 
the  Secretary  of  State  has  no  authority 
to  issue  a  charter.  If  the  directors  of  a 
corporation  knowingly  pay  a  dividend 
when  the  corporation  is  insolvent,  or  one 
which  would  render  it  insolvent,  they  are 
jointly  and  severally  liable  for  the 
amount  of  said  dividend  so  paid.  If  an 
execution  against  a  corporation,  except 
railway,  religious  or  charitable  corpora- 
tions, is  returned  unsatisfied,  then  execu- 
tion may  issue  against  any  stockholder 
to  an  amount  equal  to  the  amount  he  is 


OAving  the  corporation  on  his  stock.  Fol- 
lowing are  the  fees  for  permits:  $25  on 
a  capital  stock  of  $100,000  or  less;  $50  for 
more  than  $100,000  and  less  than  $500,000; 
$100  on  a  capitalization  of  more  than  $500,- 
000  and  less  than  $1,000,000;  and  $200  for 
any  amount  over  $1,000,000.  Permits  are 
not  granted  for  a  longer  period  than  ten 
years.  Foreign  corporations  are  required 
to  pay  to  the  State  the  following  fran- 
chise tax  in  proportion  to  their  capital: 
$25  for  $25,000  or  less;  $100  on  a  capital 
exceeding  $25,000  and  not  exceeding  $100,- 
000.  In  excess  of  $100,000,  $100,  and  $1 
additional  for  every  $10,000  up  to  but  not 
exceeding  $1,000,000.  In  excess  of  $1,000,- 
000,  a  still  further  tax  of  $1  for  every  ad- 
ditional $100,000.  The  above  tax  is  pay- 
able annually  in  advance  and  the  permit 
cannot  be  used  until  the  tax  is  paid.  If 
a  corporation  fails  to  pay  the  above  tax 
for  any  year  the  permit  is  forfeited. 


UTAH. 


Five  or  more  persons  can  form  a  cor- 
poration in  Utah.  At  least  one  of  the 
number  must  be  a  resident  of  the  State. 
Three  is  the  minimum  and  twenty-five 
the  maximum  limit  of  directors,  and  not 
less  than  one-fourth  of  the  whole  number 
of    directors    can    form   a    quorum.        Ten 


per  cent  of  the  stock  must  be  subscribed 
and  10  per  cent  of  the  authorized  capital 
must  be  paid  in.  The  articles  of  agree- 
ment must  be  sworn  to  by  at  least  three 
of  the  incorporators,  and  must  state 
among  other  things  whether  or  not  the 
private  property  of  stockholders  shall 
be  liable  for  corporate  debts. 


VEEMONT. 


Corporations  formed  in  this  State  must 
have  a  paid-up  capital  of  one-fourth  of 
the  capital  stock  before  they  may  con- 
tract any  debts  or  incur  any  obligations, 
that  is  to  say,  before  they  commence 
business.  Stockholders  are  personally 
liable  for  corporation  debts  to  an  amount 
equal   to    the    amount    of   stock   held    by 


them  individually,  until  the  whole  capi- 
tal stock  is  fully  paid.  Annual  state- 
ments, for  pui'pose  of  taxation,  must  be 
made  to  the  town  clerk  where  the  cor- 
poration is  located,  but  such  statements 
are  not  public  property,  unless  it  becomes 
necessary  to  offer  them  as  evidence  in 
court,  in  which  case  the  court  may  order 
them  produced. 
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VIRGINIA. 


Virginia  corporations  are  chartered  by- 
special  act  of  the  legislature  or  by  the 
Circuit  Courts  under  general  law.  except- 
ing turnpikes,   railroads,   street   railways. 


canals  and  banks  of  circulation.  The 
liability  of  stockholders  is  equal  ^o  the 
par  value  of  the  stock  subscribed  for  by 
them  individually. 


WASHINGTON. 


Two  or  more  persons,  by  filing  articles 
of  incorporation  in  conformity  with  the 
requirements  of  the  statute,  may  organ- 
ize a  corporation  under  general  laws. 
The  maximum  period  for  which  a  charter 
can  be  obtained  is  fifty  years.  Stock- 
holders are  personally  liable  to  the 
aimount    of    unpaid    subscriptions    to    the 


capital  stock.  Stockholders  in  banks 
organized  under  the  laws  of  "Washington 
are  personally  liable  to  the  extent  of 
stock  owned  by  them.  Railroads  cannot 
issue  bonds  for  more  than  double  the 
amount  of  capital  paid  in.  Every  cor- 
poration doing  business  in  Washington 
must  pay  a  license  fee  of  $10  per  >-ear. 


WEST  VIRGINIA. 


There  is  a  general  law  in  this  State 
under  which  joint  stock  companies  may 
be  formed  by  five  persons  or  any  number 
above  five  signing  an  agreement  to  be- 
come a  corporation,  excepting  for  rail- 
road purposes.  The  business,  location 
of  principal  place  of  business,  proposed 
term  of  years  of  incorporation,  amount  of 
subscription,  and  amount  paid  in,  also  if 
the  corporation  may  desire  to  increase 
its  capital  stock,  the  amount  to  which  it 
may  have  a  desire  to  increase  at  some 
future  time,  etc.,  must  be  stated.  Such 
corporations,  excepting  railroad  and  canal 
corporations,  cannot  be  capitalized  for 
more  than  $5,000,000,  and  no  person  is  to 
be  included  in  a  corporation  until  he  shall 
have  paid  in  at  least  10  per  cent  of  the 
amount  of  his  subscription.  Certificates 
of  incorporation  must  be  recorded  in  the 
ofl!ice  of  the  County  Clerk  of  the  county 
where  the  principal   place  of  business   is. 


Corporations,  with  certain  specified  ex- 
ceptions, cannot  be  continued  for  a  longer 
period  than  twenty  years,  but  the  time 
may  be  extended  for  a  period  not  to  ex- 
ceed another  twenty  years  by  complying 
with  certain  provisions  of  the  law.  In 
this  State  the  par  value  of  the  stock  may 
be  changed  by  a  vote  of  the  stockholders, 
or  by  the  directors  acting  under  their  au- 
thority. Corporations  formed  and  hav- 
ing their  principal  place  of  business  in 
this  State  must  pay  an  annual  tax  of  $10, 
and  those  formed  under  the  State  laws 
and  having  their  principal  place  of  busi- 
ness outside  of  the  State  must  pay  a  tax 
of  $50  annually.  The  liability  of  stock- 
holders for  corporate  debts,  excepting 
stockholders  in  banks  and  banking  insti- 
tutions, is  limited  to  the  amount  of  their 
stock  subscribed  and  no  more.  Corpora- 
tions cannot  be  formed  in  this  State  by 
special  act  of  the  legislature. 


WIS(X)NSIN, 


Private  corporations  may  be  formed 
only  under  general  laws.  Generally  speak- 
ing stockholders,  excepting  in  banking 
institutions,  are  not  individually  liable 
for  corporate  debts,  however,  there  is  an 
additional  personal  liability  for  wages  of 
employees  for  not  more  than  six  months 
service,    and    this    shall    not    exceeed    the 


amount  of  their  stock.  A  different  rule 
applies  to  railroad  corporations,  where 
employees  wages  for  six  months  prior  to 
the  appointment  of  a  receiver,  are  a  pre- 
ferred liability.  Stockholders  in  bank- 
ing corporations  are  generally  liable  for 
debts  to  the  amount  of  their  stock  In  ad- 
dition to  the  ordinary  liability. 


WYOMING. 


Corporations  may  be  fDrmed  in  this 
State  for  a  variety  of  purposes  by  three 
or  more  persons,  and  they  may  issue  pre- 
ferred stock.  The  period  of  duration  is 
limited  to  fifty  years.      In  this  State  the 


men  who  direct  the  affairs  of  corporations 
are  called  trustees,  and  they  must  not 
be  less  than  three,  nor  more  than  nine. 
The  liability  of  stockholders  extends  to 
the  amount  unpaid  on  their  respective 
subscriptions. 
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Contingent  Fund,  117. 
Contract  for  stock,  69. 
"Comers,"  376. 
Corporations,  1. 
Corporations,  Aggregate  2. 

Close  6. 

For  Profit  5. 

For     Religious     and     Other 
Purposes,  5. 

Private  5. 

Public  4. 

Sole  3. 

Going  into  Partnership,   292 
to  294. 
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How  Dissolved  295. 

How  Liquidated,  287,  290,  295. 
Corporations,  Law  Governing  9  and  398  to 
end. 

Name  of  10. 

Powers  of  20. 
Corporation  Seal  11. 
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307,  329,  340. 
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Cumulative  Vote,  50. 
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"Dead  Duck,"  380. 

Death  of  Members— effect  of,  15. 

Debenture  Bonds,  110. 
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Deferred  Bonds,   88. 

Deferred  Stock,  87. 

Delinquent  Stock  and  Notice  of,  237. 

Delivery  of  Stocks,  305,  334-3. 

Department  Accounting,  274,  278. 
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Meeting,  14. 

Powers,  12. 

Responsibility,  12. 
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Dividends,  116,  127  to  129,  321,  322,  348. 
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Cash  145. 
Fictitious  140. 
Installment  131. 
Stock  137  to  139. 
Dividend,  Account  129  to  139  and  145. 

Check  145. 
"Dividend  on"  382. 

Receipt  Book  144,  145. 
Dividends  not  affected  by  reducing  Capi- 
tal, 249. 
Donation  Account,  232. 


Donating  Stock  to  Corporation,  260. 
Double  Liability  Company,  150. 
"Due  Labor"  Account,  203. 
Duties    of    Corporations    Listed    on    Ex- 
change, 326,  327. 


Elections,  48. 

Electing  Directors,  49. 

Endorsing  Payments,  70. 

Entries  for  the  purchase  of  a  company's 

own  stock,  255. 
Entries  to  make  and  levy  an  Assessment, 

238. 
Entering  Assessments,  239  to  242. 
Exchange  Members — two  classes,  297. 
"Ex-Coupon,"  385. 
"Ex-Dividend,"  384. 
Experting  Books  of  Corporations,   Whose 

Stocks  are  Listed,  351. 
Facilities  for  Borrowing,  14. 
Fictitious  Assets,  289. 

Dividends,  140. 
Sales,  311,  332-17,  341. 
Filing  Articles  of  Incorporation,  33,  35. 
"Fill  or  Cover,"  378. 
Floating  Debt,  114. 
"Flurry,"  373. 

Foreign  Corporations,  151  and  398. 
Forfeited    Sock,    234,   255. 
Forfeiting  Stock  on  account  of  worthless 

assets,  267,  273. 
Form  of  Affidavit  and  Bond  for  recovery 

of  lost  certificate,  169. 
Form    of    Application    for    "Listing,"    308. 

330,  342. 
Franchise,  34,  111,  116,  233. 
Full  Liability  Co.,  147. 
Fund,   Contingent  117. 
Redemption  141. 
Reserve  117. 
Sinking  115. 
Surplus  117. 
Funded  Debt,  113. 
Future  Sales,  377. 


General  Books  of  Stock  Companies,  184. 
Giving  Notes  in  Payment  of  Stock,  267,  271. 
Government  Bonds,  107,  305. 
Guaranteed  Stock,  84  to  86. 


How  Brokers  make  money  without  taking 

risks,  303. 
How  Brokers  Operate,  298. 
How    Promoters    provide    for   themselves, 

258. 
How    to    figure    income    from    Stocks   and 
Bonds,  390. 

Form  a  Corporation,  21. 
Purchase  Stocks  and  Bonds,  389 
to  397. 
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Impairment  Account,  116,  161,  234. 
Impairment  of  Capital.  116,  295. 
Increasing  Capital  for  fradulent  purposes, 

100,  256,  257. 
Increasing  Capital  Stock,  155,  157,  256  and 

257. 
Indorsed  Bonds,  306. 
Insolvent  Corporations,  14S. 
Installment,  121,  192. 

Account.  193  to  195  and  220. 

Book.  68.  194. 

Dividend.  131  to  136. 

Payments.   231. 

Scrip.  67  and  231. 
Issuing:  Stock  for  gain  in  Partnership  As- 
sets, 267,  271  and  272. 
"Interest  B"  386. 
Intrinsic  Value  of  Stock.  118,  295. 
Invalidating  Securities.  306. 
Inventorying  Accounts.  206  to  20S  and  253. 
Investing  in  Stocks  and  Bonds,  389. 


Joint  Stock  Companies,  152. 

Journal.  186  to  187,  200,  201,  211  and  212. 

Journalizing,  184. 


"Lame  Duck."  379. 

Latent  Value  in  Treasury  Stock,  197. 

Ledger.  184,  188,  189.  205,  213,  214. 

Levying  and   Collecting  Assessments,   235 

to  244. 
Liability  of  Stockholders. 

Double   Liability,    150. 

Full  147 

Limited  146 

Unlimited  147 

Listing  Stocks.  299. 
Liquidating  Corporations  295. 
Liquidating      Debts      with       Corporation 

Stock.  287  and  290. 
Loaning  Money  on  Stocks.  318. 
London  Stock  Exchange.  298,  308,  330. 
"L.ng  of  Stocks,"  335. 
Losing  a  Certificate.  168. 
Loss  and  Gain  Account.  209. 

M 

Machinery  Account.  205. 

"Making  a  Turn."  366. 

Market  Value.  118. 

"Milking."  367. 

Mine  Account.  205. 

Minute  Book.  38. 

Minutes  of  Preliminary  Meetings,  25. 

Mortgage  Bonds,  103. 


Name  must  be  adhered  to,  10. 
Net  Capital,  116. 


New  York  Stock  Exchange,  300  to  306. 
Ninety  to  Ninety-one  (90  @  91)  388. 
Nominal  Value  of  Stock,  118. 
Non-Assessable  Stock,  89. 
Non-Cumulative  Preferred  Stock,  83. 
Notice  of  Assessment,  235. 


Offers  for  Stocks  binding  314,  332-14,  344. 

Oil   Account— Note   to   203. 

Oil  Exchanges.  328  to  352. 

Old  Methods,  184. 

Opening  Corporation  Books,  219  to  291. 

Opportunities  of  Brokers,  303. 

Organizing  a  Corporation,  35  to  38. 


Paid-up  Capital,  191. 

"Panic."   374. 

Paris  Bourse.  298. 

Partnerships  changed  to  Corporations.  261 

to  278. 
Partnership  Statements,  263,  268,  274,  2:75. 
Pay  Roll,  218. 

Paying  a  Dividend,  143,  145. 
Paying  a  Stock  Dividend.  228. 
Paying  for  Stocks,  317. 
Paying  for  Property  in  Stock.  231. 
Patent  in  Stock.  250. 
Services.  274  and  note  thereto. 
Water  Right  in  Stock,  230. 
Plant.  112.  205. 
"Point."  357. 
"Pool."  375. 

Power  of  Attorney,  53  to  55. 
Powers  of  Corporations.  20. 
Preferred  Dividend,  224. 
Preferred  Stock.  81.  85.  86,  221,  285. 
Preferred  Stock  Account,  222. 
Preliminary  Organization,  23,  24. 
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Private  Ledger.  198, 

Problems  in  Stocks  and  Bonds.  319  to  397. 
Producers'  Oil  Exchange.  338  to  352. 
Production  Account — Note  to  203. 
Promoters — How    they    feather   their   own 

nests.  258. 
Provisions  of  By-Laws.  44. 
Proxy.  Parol  52. 

Written  51.  52.   54. 
Purchase  Journal,  198,  212. 
P»urchase  Ledger,  198,  214. 
Purchase  of  Stock  and  Bonds,  389. 
Purchasing  a  Corporation's  own  Stock  at 

Delinquent  Sale,  page  110  and  par.  254 

and  255. 
"Puts,"  358. 

R 

Rebate  Account.  226.  229.  231.  234. 

Redemption  Fund.  141. 

Reducing  Capital  Stock.  158  to  165.  225.  246, 
248. 

Reducing  Capital  Stock  to  create  a  Re- 
serve Fund.  248. 
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Reducing  Preferrd  Stock  to  Common,  225. 

Registered  Bonds,  105. 

"Regular  Sale,"  364. 

Renewing  Franchise,  34. 

Reserve  Fund,  117,  224. 

Responsibilities     of     Corporations     whose 
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Royalty  Account,  221.  223. 
Rules  for  Delivery  of   Stocks  and  Bonds, 

305. 
Rules     Regarding     Brokers     Commission, 

302,  303. 


Storage  Certificate,  338. 

Stores  and  Supplies  Ace,  205. 

"Straddle"   and  "Straddling"  the  Market, 

361. 
Subscription  Account,  192,  225,  note  2,  and 

227. 

Book.  59,  60.  174,  179. 

List,  61  to  67. 
Subscribed  Capital,  125,  191. 
Surplus  Fund,  116,  129,  130,  132,  138. 
Suspending  the  Calling  of  Stocks,  313,  343. 
"Syndicate,"  154,  369. 


S 

Safeguard  Provided  by  By-Laws.  12. 
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Sales  Ledger,  198.  213,  213a. 

Sales  made  on  Call,  314,  332. 

San  Francisco  Stock  Exchange,  307  to  325. 

Selecting  a  Broker,   298. 

"Sell  Seller  3,"  381. 

"Sell  Buyer  3,"   382. 

"Sellers  or  Buyers  Option,"  377. 

Scrip  dividends,  321,  348. 

"Short  of  Stocks,"  336. 

Sinking  Fund,  115. 

"Spread,"  360. 

"Spread  Eagle,"  362. 

"Stag,"  370. 

Stock,  Clandestine,  100. 

Common,  80. 

Cumulative,   82. 

Deferred,  87. 

Guaranteed,  84. 

Non-Assessable,    83. 

Non-Cumulative  83. 

Preferred,  81. 

Treasury,  90  to  98. 

Watered,  99. 
Stock    Companies  Books,  77,  78. 

Exchanges,  296  to  397. 

Dividend.  137,  138.  139,  227,  321,  322. 

Journal.  172,  174,  176,  181. 

Ledger,  [5  forms]  171  to  183c  and  196 

Premium,  223a. 
Stockholders  Admitted,  17. 

Accounts,  171  to  177. 
Cannot  incur  debts.  12. 
Meeting,  39,  56. 


Temporary  Officers,  22. 

Technical  Terms,  353  to  388. 

Title  to  Property,  16. 

Transfer  Book,  181,  181a.  182. 

Transfer  of  Stock.  70,  72,  166.  167,  182. 

Transferring    Seat    in    Exchange,  296,  310, 

329. 
Treasury  Securities,  141. 

Stock,  90  to  98  and  197. 
Stock  Account,  179,  19L 
Trial  Balance,  215,  262. 
Trusts,  153. 


"Unclean  Bonds,"  306. 

U.  S.  Government  Bonds,  109. 

Union  of  Capital,  13. 

Unlimited  Liability  Companies,  147. 

Use  of  Seal,  11. 


Value  of  Stock,  118,  119. 
Value  of  Treasury  Stock.  197. 
Voting  Stock.  49,  50. 


W 

"Wash  Sale,"  363. 
Watered  Stock,  99,  256. 
Watering  Stock  [process],  256,  257. 
Water  Rights,  230,  231. 

What  Articles  of  Incorporation  Must  Con- 
tain, 26. 
Working  Capital,  123.  226,  231,  259,  260. 

Account.  232.  243,  259.  260. 
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